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INTERNATIONAL OPERATIONS OF THE UNITED STATES 
GOVERNMENT IN FRANCE, SPAIN, AND GERMANY 


(General Political, Economic, and Administrative briefing, 
Paris, France) 


THURSDAY, NOVEMBER 18, 1954 


House or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE, 
OF THE COMMITTER ON GOVERNMENT OPERATIONS, 
Paris, France. 

The subcommittee met at 10:30 a. m. in conference room 103 of the 
American Embassy, A Building, 2, Avenue Gabriel, Paris, France, 
the Honorable George Meader presiding. 

Committee members present: Representatives George Meader, 
Katharine St. George, and Harrison A. Williams, Jr. 

Committee staff present: Maurice J. Mountain, staff director; Wal- 
ton Woods and Arthur Perlman, staff investigators; and Wallace 
Parks, staff member. 

Also present: E. M. Rabenold, Jr., State Department escort officer ; 
and Lt. Col. Gerald Jorgensen, Air Force escort officer. 

Embassy representatives present: Theodore C. Achilles, Chargé 
d’Affaires; B. E. L. Timmons, Acting Chief, FOA mission to France, 
and Minister for Economic Affairs; Graham Martin, executive coun- 
selor; Frederick B. Lyon, supervising consul general; L. S. Brady, 
public affairs officer (USIA) ; Robert Joyce, Chief of Political Divi- 
sion and counselor of Embassy for political affairs; W. Gibson, politi- 
cal officer; J. Horner, political officer ; Lawrence S. Morris, Chief Cul- 
tural Affairs Officer; George Moody, Assistant to Chief Cultural Af- 
fairs Officer in charge of Educational Exchange Program; D, Hin- 
ton, Financial Expert, FOA mission to France; Seaborn Foster, Chief 
of Administrative Division; and J. F. Donelan, assistant administra- 
tive officer. 

Mr. Mraper. This is a meeting of the International Operations Sub- 
committee of the Government Operations Committee of the House 
of Representatives. 

As you probably know, the Government Operations Committee was 
formerly called the Committee on Expenditures in the Executive 
Departments. That committee, under the Legislative Reorganization 
Act of 1946, was entrusted with the duty of examining operations in 
the Government at all levels with a view to determining the economy 
and efficiency of those operations. 

This subcommittee consists of 7 members, of whom there are 4 on 
this particular field trip. The chairman, Mr. Brownson, of Indiana, 


1 








~ 


OPERATIONS OF U. S&S IN FRAN‘ SPAIN AND GERMANY 
asked me to preside tut the meeting this morning. Mrs. st. George, 
of New York, and Mr. Williams of New Jel sey, are present. 
One of the principal interests of this subcommittee has been the 
coordination between United States agencies overseas. We have had 
1; 
‘Ail 


hearings in the past de: ne with aid programs, information pro 


OTams, eX hange programs, technical assistance programs, and it was 
this subcommittee which handled the hearings and report on Reorgan 

ition Plans 7 and 8 of 1953. Reorganization Plan No. 7 created 
the Foreign Operations Administration, and Reorganization Plan 
No. 8 gave autonomy outside the State Department to the United 
States Information Agency. 


\t this meeting we hope to get some direct, primary evidence from 
those dealing with these administrative problems in the field, prob 


lems of coordination among United States agencies operat ne nm 
France, and we would like some heht on the operation in actual prac 


tice of the reorganization plans which were the concern of this com 
mittee something over a year ago when they were proposed by the 
President. 

[ think with that opening statement we would like to hear first from 
Mr. Achilles as to anything he may care to say to us within the scope 
of our interest, and anything else he may care to say. 

Mr. Acniiies. Thank you, Mr. Chairman. If I could just get a 
little clearer idea as to how you would like us To proceed. It was 
suggested in the telegram about your arrival that you would like a 
briefing: (1) on our political and economic problems, and (2) on 
administration. I take it from your remarks you would rather skip 
thre political and economic matters ? 

Mr. Meaper. I think they could be condensed somewhat. Natu 
rally, as Members of Congress, we are interested in the political and 
economic problems, but I don’t believe that is primarily the field of 
jurisdiction of our subcommittee. Assuming the policy which has 
been adopted in legislation and Executive decisions, we are interested 
n finding out how efficiently that policy is being carried out, and we 
ire interested in administrative procedures that bear on the effective 
ness of that policy. 

Mr. Acuiuurs. In that case I would suggest we skip any general 
statements on political or economic matters outside coordination. 

Mr. Mraper. I would rather you not skip them completely, but I 
would lke you to condense them. 

Mr. Acniuues. All right. We might give you a very brief overall 
picture and ther ret down to organizational details. 


Mr. Mraprer. That would be fine. 


STATEMENT OF THEODORE C. ACHILLES, CHARGE D’AFFAIRES, 
UNITED STATES EMBASSY, PARIS, FRANCE 


POLITICAL SITUATION 


Mr. Acuities. As you know, our relations with France have flue- 
tuated rather widely during the last year, primarily with the advent 
of the present Premier M. Mendes-France. 

We construe our basic function to make of France as strong and 
as close an ally as possible. During the summer of last year we 
reached a low point in our relations, primarily in connection with 
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the Indochina incident. The military situation approached a com 
plete defeat, and therefore the French Assembly threw out the last 
vovernment because it did not believe it was making a sufficiently 
determined effort to end the war inmediately, 

Mendes-France came in, and his first official act was to announce 
he would get an agreement on the Indochina war in 30 days or get 


Out. Ile did vel that settlement, despite being handicapped by reason 
of havine set a deadline. He got that settlement, and with that 


ichieved Tet: t po pul: irity in France. 

The Sronch Assemb ly rejected the Muropean Defense Treaty in 
\ugust. Mendes-France was largely blamed for that. Tis own 
position was that he was not an opponent of the Kuropean Defense 
Treaty, but that he had never belheved there was a majority for it 
in the French \sseimbly unless modifications could be gotten; that 
he had attempted to get modifications and had failed; and that he 
had at least brought the thing to an immediate decision. 

At that point Franeco-American relation were unhappy There 
was lack of confidence on both sides. The situation began to Improve 
at the time of Eden’s visit here in mid September. Since then 
Mende has worked hard and effectively with Eden, Dulles, and 
Adenauer to bring about a solution of the German problem, provid 
ing for the immediate entrance of Germany into NATO without 
discrimination, and into the Brussels Pact, and for solution of the 
saar problem. 

While these agreements do not go as far or as fast toward Kuropeat 
inteorat ion as we had hoped to vet under EDC, the prospect of rati 
fication of these agreements looks far better than was ever the case 
with EDC, and I think they ay produce a sounder basis for develop 
ment in the future. 

The Indochina situation remains a serious problem. Under the 
Geneva Treaty, France is committed to holding free elections in 
Vietnam in 1956. The Communists have moved effectively into North 
Vietnam, while South Vietnam ts in a state of politic il chaos. It will 
take a oreat deal of work in a very short time in the next vear and 
a half if conditions in South Vietnam are to be made sufficiently 
attractive to prevent a Communist majority in 1956. That will con 
tinue to bea problem before us. 

I think those are the essential pomnts of our political problems In 
France how. If you would like us to give you something on the 
economic side of the picture, Mr. Timmons, the acting director of 
the FOA mission to France will be glad to speak to that. 

Mrs. Srv. Grorce. Mr. Chairman, might I ask one question ? 

Mr. Mraver. Mrs. St. George. 

Mrs. Sr. Grorer. On the quest ion of the Saar, we have heard a ereat 
deal in our press at home about that whole thing going very sour. | 
that true, or do you think that will be solved in a fairly satisfactory 
way’ We hear the Germans are so op posed to the present setup that 
Adenauer is in grave danger of not being able to heep his people 
behind him. 

Mr. Acutuies. Both sides knew there had to be an agreement on 
the Saar or the whole thing would collapse. In that situation France 
pushed Adenauer very hard, and they got an agreement that is emi 
nently satisfactory to the French, but the ‘vy realize it is so satisfactory 
to the French it will cause Adenauer trouble. The vy have set out to 
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see what they ean do. Mr. Soutou of France and Mr. Blankenhorn 
of the German Foreign Office held further meetings last week. We 
hear from both sides they are very pleased with the results. It is a 
matter of implementation, and apparently the Germans feel much 
better about it now, and Adenauer seems to think he can get it through 
Vi ithout too vreat dif 

Mrs. Sr. George. 7 

Mr. Acnities. That is just fine in the last few days. 

Mrs. Sr. Grorcr. That is all on that. Thank you. 

Mr. Mreaper. Mr. Williams. 

Mr. Wittrams. In Indochina you say that in the next year a lot of 
hard work will have to be done by us in cooperation with France ? 


Mr. Acnities. The greatest responsibility is o 
she } 


hiculty 


I 


hat is much better than we heard at home. 


n the Vietnamese, 
ave achieved inde} endence. The se ondary responsibility Is on 
France, who still has a substantial military force there. The first 
need is a stable government able to prevent Communist infiltration 
in the outlying areas. Vietnam needs to develop loyalty to such a 
government, which is presently lacking, and it needs to improve eco 
nomic conditions sufficier tly to prevent an attraction to the Com 
munist n the North. 

Mr. Mreaper. This is perhaps jumping a little bit, but I am curious 
about vour lines of communication with the American Embassy in 
Saigon. Do you have any direct communications with them, or must 
you proceed through the State Department ? 

Mr. Acninues. We have direct communications. All our telegrams 
of interest to them are repeated to the Embassy In Saigon. and all 
theirs of interest to us are repeated to us. So the three places have 
the same information at the same time. 

Mr. Mraper. Is that an unusual or special situation ¢ 

Mr. Acuin.es. No,sir. That practice has developed more and more 
in recent years, where you attempt to keep all posts informed simul- 
taneously with the Department. 

Mr. Mraper. I think we could hear from Mr. Timmons briefly on 
the economic situation. 


STATEMENT OF B. E. L. TIMMONS, ACTING CHIEF, FOREIGN 
OPERATIONS ADMINISTRATION MISSION TO FRANCE 


ECONOMIC SITUATION 


Mr. Timmons. I will mention the two basic economic factors as we 
see them. 

One is that France has a gross national production of about $38 
billion or $39 billion a year, as compared to our own, which is not far 
short of 10 times that figure. The population of France is 125 million 
when you add the overseas areas, including Indochina, including 
the 10 million in North Vietnam. This compares to over 160 million 
people in the United States. That indicates what the basie problem 
of France has been for a long time—a shortage of resources as com- 
pared tocommitments. This is not something that has just developed 
since the war, but in some ways it was accentuated by the war. 

Mr. Meaper. Your figures on gross national production include the 
entire French Union. 
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Mr. Timmons. Not entirely. It is difficult to estimate the gross 
national production of the French Union other than France. It is not 
large. The basic problem of France inheres in the fact that its 
commitments are very broad and its production is quite limited, so 
it has been under great strain trying to meet all the commitments 
France has assumed—her investments in overseas territories and that 
sort of thing, and her various military commitments to NATO and 
Indochina. 

Against that background I can say that within these limitations 
the economic situation of France at the present time in many respects 
is better than it has been since the end of the war. 

In terms of industrial production the situation is better than it 
has been since 1944 and 1945. 

In terms of the balance-of payments deficit, it is better than it has 
been since the beginning of the Korean war in 1950. At that time 
there was a rise in prices and her balance-of payments deficit rose 
very rapidly. 

However, below this surface there still remain very serious long- 
term structural problems. Internally they revolve around the rigidity 
and the lack of competition which is a very old problem in France. 
Phere is a lack of dynamic momentum in the French economy, so 
that you do not find a rapid increase in the volume of production in 
France, which, after all, is what determines the standard of living. 

Kixternally, while France is in no difficulty now because of our 
dollar aid and the fact the United States Government is spending a 
considerable total of money in France, France is receiving a lot of 
dollars which we call extraordinary receipts. If they were just on a 
trade basis France could not pay her Way In the world, but she is now 
recelving in ” than her minimum needs because of these extraor 
dinary payments. 

At this juncture France is receiving no economic aid. Almost all 
our aid has been going to support the French effort in Indochina. 

Mr. Mraper. That is for the fiscal year 1954 

Mr. Tramons. That is right. There is no aid to France out of 1955 
funds which has been decided on at this time, but we are still operating 
under the fiscal year 1954 program. We give our aid in such a way 
that it apples to the French calendar vear budget, so that our aid 
from fiseal year 1954 funds is still running. 

If I canturn for a brief moment to the economic program of Mendes 
France, Mendes-France made his reputation at the beginning as an 
economist, and he has devoted considerable attention to the economi 
program, but he has been occupied so much with other problems that 
not much can be pointed to as of now as the result of his economic 
program. 

Mendes-France has broad powers to issue decrees and to take action. 
His goal is to expand production and raise the standard of living 
while avoiding inflation. Hewants to reduce product ion costs, because 
until that can be done France cannot pay her way in the world. 

He is interested in raising livine standards, and there has been an 
increase in wages, but that has not been offset by a raise in prices, so 
it has been a limited but real rise in living standards. 

He wants to restore the balance of payments equilibrium so that 
France can get along without this extraordinary aid which she is now 
receiving. It is very refreshing to hear him speak of the need for 
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inancial independence. He conceives of his program as a means of 
achiey Ing that financial independence for France. 
Mr. Meaprr. Might I ask at that point whether his program in 


ides doing something about the rigidities of which you spoke ¢ 


Mr. Timmons. It does. He wants to introduce competition, France 
is been plagued for LOO years with a Wk ot competition inside of 
road. France is a very pro 


is been a considerable amelioration 


| 
rance and a lack of competition from al 


tectiol t-ininded natior Phere hi 


tT} 


of that since the war, which we think is in part due to the ECA—MSA 
ROA productivity program. There was a great Tendency before the 


ist wa to co nitrate only on the ad sion of the “cake betweeh 


management and labor, and so forth, with little attention given to 
reu no the size of the * ca ts il -. Tot procjiuctlo 
Mendes-France sees—as many others have seen; he is not unique 

n this respect—that you have to have more competition inside France 


Lo break down some ot the restrictive Dusilness | ractices, You have 


ie} i. tradition of family businesses, and not much rising from the 
ranks, that 1s, people cOmIng Up from the ranks to mal iwerial pos! 
tions. Phat is in process of change, but pract uly all forms of social 
hange n France oceur at a moderate rate Mendes-France wants to 
isten that process and introduce competition from abroad. Whether 
he will succeed or not, I think is basi aiy a political question. Special 
auterest groups here are very strong. The aleohol interests, sugar beet 
iterests, and so forth, have been recei o& subsidies from the Govern 
ment for years and do not want to lose them. These interests are 
reflected inthe French Parliament. 

Mr. Mraper. Is anything being done about these expensive social 


programs ¢ 
Mr. TIMMONS. There ire Saving that in be made im the so int 


ecuritv svstem. There have been chro deficits there. That is a 
] 


very difficult problem. Mir. Achilles car probably speak to that bette) 


There is a feeling on the part of the center-left faction that these 


were part ot the social Mais iwhieved after the war, and they are 
ifraid that under the Qulse Of reforms thre re W ill ea cutting away 


ot the system. 


When you take the percentage of Wages prewar of the OYrOss Na 


tional production and the pe reentage at the present time, you come 
out with approximately the same percentage This means that the 
workers are receiving somewhat more from social security and less 


trom the pay they take home, Workers recelve family allowances 


h . . 


based on the number of children, but that really is an integral part 
of their wages. So the social-security system is not quite what it 
ippears. It is not as if this system had been superimposed on the 


wages system. The two systems have become amalgamated so that 
thie p reentage of total wages has not been greatly altered. 

That is the best statement I can make on that. 

Mrs Str. GEORGE. Mr. ¢ hairman, niay I ask a question ¢ 

Mr. Mraper. Yes. 


Mrs. Sv. Grorce. Is the Premier taking any firm stand on decarteliz 
ing these great industries, or is that something he has to go into pretty 
ru ngerly ¢ 

Mr. Timmons. It is something he has to go into pretty gingerly. I 


think it Is agreed one of the best ways to achieve it is to introduce 
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competition from abroad. That will let a lot of light and air into the 


situation which is badly needed. There have been various decrees 
dealine with the problem of restrictive business practices. There is 
quite a different philosophy here than at home, and the French like 
to make a distinetion between good business combinations and bad 


business combinations. I would not say that any French Government 
in the past has \ igorously moved into this field. 

Mrs. Sr. Greoree. It is probably a dangerous field to move mt 

Mr. Trmaons. It is a very difficult field. 

Mrs. Sr. (ZEORGI How about the military budget. How much are 
they spending on military ? 

Mr. TIaMoNns, They are spending about LO percent of then GNP 
for military purposes and their 1954 miilitary budget is about 50 per 
cent of their total budget. 

Mrs. Sr. Grorér. But most of their military equipment and sup 
plies are being furnished by the United States / 

Mr. TIMMONS. A oreat deal is being furnishe cl by the U) ited States 
under the end-item program. 

Mrs. Sr. Grorer. So thetr own industries are not playing much part 
in it? 

Mr. TIMMONS. There are, of eourse, orders in France rol Kren h 
equipment, and there are orders under the OSP program, but heavy 
equipment planes ana heavy artillery most of that for French 
NATO forees has been furnished under the ena-item progran 

Mr. Meaper. Mr. Williams, any questions 4 

Mr, Wititams. Are we 
later / 


Mr. Mraper. I think so. 


FOUN 


to get into the operation of FOA 


or 


FRENCH TAX SYSTEM 


Mr. Wituiams. What is the basic tax in this country 4 

Mr. Timmons. Do you mean income tax? | would like Mr. Hinton 
To speak to that. 

Mr. Hinron. The French tax systems bears much more heavily on 
the use of indirect taxation than we do in the United States. Esser 
tially, the personal income tax is set at rates which for equivalent 
incomes are in some cases higher than American rates, but in all cases 
they are roughly comparable; the rate spread is about the same. The 
advantage ot having children, faxWwise, In France Is higher. 

It. must be recognized that most of the CGrovernment revenue comes 
from indirect taxation. This is explained In part because incomes in 
France are not as high as in the United States. Somewhere between 
60 and 70 percent ot Government revenue in France comes from 
indirect taxation of various sorts. In the indirect taxation field they 
have a series of taxes. They have a so-called tax on value added 
which is something new in taxation systems. This is a tax of 16.85 
percent which applies each time a product in the course of manufacture 
changes hands. However, only the value added at that stage of manu 
facture is taxed. This tax does not pyramid. 

In addition to the value-added tax, the French have a transactions 
tax which is cumulative. It is 1 percent of each transaction, and 
pyramids. This has adverse economic effects which are generally 
recognized, and the Parliament has agreed in principle to do away 
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with it, but it brings in about 200 billion francs a year and they have 
not figured where else to vet that revenue. 

There is also a local sales tax. These taxes, distinct from those in 
the l nited States, are collected by the ( ‘entral Government generally 
and remitted to the local gove rnme nts. 

Mr. Timmons. There is a very efficient tax system here. They take 
in about 30 or 31 percent of their GNP, which is a higher percentage 
than is the case in the United States, but the French system is a 
regressive sj stem and bears too hear ily on the workers. It is in some 
Ways an archaic system and it is very similar to the one in Italy, with 
eavy re liance on indirect taxes. 

Mr. Mraper. They have had some difficulty in Italy in not being 
able to collect income taxes. 

Mr. Trwmons. There are certain groups in France that do avoid 
their income taxes, but the French have been bearing down on them, 
ui we have been in the United States. 

Mrs. Sr. Greorce. You were talking about the increase in social- 
security benefits and the betterment of the condition of the workers 
n France. Would you say otfhand the working people in France 
wre better off in their living now, or are they simply reaping more 
efits in social security, because their prices seem to me so high. 
Mr. Timmons. They are very high. We suppose that the condition, 
gener: ally speak ng, of the w orke Vs is somewhat better than it was in 
1938. That is generally taken as the base year for comparison pur- 
poses. The position of a married man is better than it was before. 
This is the policy of France, to increase the population and encourage 

high birth rate. 

Irs. St. Grorce. Is there a minimum-wage rate in France? 

Mr. Timmons. Yes. 

Mrs. Sr. Grorcre. What is it ? 

Mr. Timmons. Roughly 25,000 franes a month. That is without 
counting benefits received through other channels, that IS, the social- 
security system. 

I1OUSING 


Mrs. Sr. Grorce. And rents are very low. 

Mr. Trmmons. Very low. The rent in an average worker's budget 
s not more than 3 or 4 percent. We usually figure 20 or 25 percent 
at home. There are controlled rents in France. They Ww See duecmne 
in 1914 and have never been completely decontrolled. That has had 

adverse effect on the maintenance of buildings and on new con- 
struction. The French are trying to raise rents now, and they are 
going up slowly, and that will have its effect in time. The housing 
situation is improving. The French expect to build 200,000 housing 
units this year. 

Mr. Mzaper. Is that public housing? 

Mr. Timmons. A good part of it is. Part of it is straight Govern- 
ment a 

Mr. Sr. Grorce. What proportion of that will be Government hous- 
Ing ¢ 

Mr. Hinton. I think the Government role in housing is very im 
portant. They have recently taken rent control off private residences 
and this has resulted in the construction of some very good housing 
for the upper middle class and rich people, | ut not so much for the 
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lower classes. Mendes-France is changing the program’s orientation. 
The Mendes-France government has increased the direct budget sup- 
port for low-cost and medium-priced housing. Allin all, direct financ- 
ing, loans, subsidies, and so forth, the Government probably provides 
well over 50 percent of the funds used in the French housii g program. 


UNITED STATES AID TO FRANCE AND INDOCHINA 


Mr. Meaper. I want to get to the structural relationship and admin- 
istrative problem, but, Mr. Timmons, I wonder if you could not supply 
for the record some documents as to the dollar value of our aid in 
recent years ¢ 

Mr. Timmons. I can give you that, yes, Mr. Chairman. 

Mr. Mraper. Also, if you have the figures, or perhaps you can get 
them from another source, the dollar amounts of defense support. 

Mr. ‘Timmons. I have here a comprehensive statement of all forms 
of aid we have given France since 1952. 

Mr. Mraprer. If there is no objection, we will incorporate that in 
the record at this point. 

Mr. ‘Timmons. This is through the end of fiseal year 1954. 

(The document referred to is as follows :) ; 


EXxHtnir 1 


United States aid io France and Indochina since World War II 


1. Grant aid: Millions 
(a) Interim aid (prior to Apr. 3, 1948) Pa $309 
(0) Economic and defense support aid, including TA and produc 
tivity funds (Apr. 3, 1948, to June 30, 1953) _--_______- 2 go9 
(c) Economie aid for Indochina (June 5, 1950, to June 30, 1954) 96 


(d@) Special defense financial aid to France for Indochina military 
operations (allotted for calendar year 1954 from fiscal year 


1954 funds) ______~- ae stared pees 745 
(e) Mutual Defense financing for weapons for French NATO forces 

(allotted for calendar year 1954 from fiscal year 1954 funds) a) 
(f) Technical assistance for France (allotted for fiscal year 1954 

from fiscal year 1954 funds) 1 


(yg) End-item aid for France (programed through fiscal year 1954)_ 4, 004 
(ht) End-item aid for Indochina (programed through fiscal year 


1954) Sata a rae tie 1, 246 
Total grant aid through fiscal year 1954 9, 307 
». Long-term loans through fiscal year 1954 i ae 2,175 


NOTES 


1. Aid shown above was made available in dollars (except end-item aid which is in the 
form of physical military equipment of the approximate dollar value indicated). 

2 Item 1 (6b) includes productivity and TA funds in the amount of about $34.5 million 
of which, for fiscal year 1953, $30 million were allocated in Moody amendment (sec. 115 
(k)) funds and ay proximately $1.3 million in technical assistance funds 

3. Item 1 (b) also includes the MDAP allocation of $58.7 million in fiscal year 1950 
fiscal year 1951, and fiscal year 1952 for use in connection with AMP (additional military 
production) projects. Of this amount, about $30 million was used to purchase raw mate- 
rials; the balance of approximately $25 million was used to import United States machine 
tools essential to an expanded defense-production program in France. A total of 967 tools 
were ordered and nearly all have been delivered uM 

+. With respect to item 1 (d), the total expenditure program for Indochina miiltary 
operations in calendar year 1954 to be financed out of grant aid is the equivalent of $785 
million. It has been agreed that part of this expenditure program will be financed with 
certain amounts of 90 to 95 percent counterpart accruing during calendar year 1954 from 
allotments of economic- and defense-support aid made for fiscal year 1953 and prior thereto 
(and already included under item 1 (b) above) While the exact amount of such counter 
part will not be known until the end of calendar year 1954, it has been tentatively esti 
mated at the equivalent of not less than $40 million, and accordingly, 





the dollar allotment 
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Mr. Mreaper. Without objection, we will incorporate that Executive 
order in the record at this point. 

(The Executive order referred to is set forth as part of the following 
P instruction, Exhibit 2.) 


\ CA 
Sil 
kexeeutiv 
\ \l 
| owil 
FOAM 1 
’ i 
I 
1) i l 
I nnizZ 
7 { 
‘ by ore 
i Plo 
he 
the lowi 
Operations 





de 
Administr: 


the Mut 


nist 
nist 
rea 
Cun ¢ 
text 
Chi 
RATIO 
¢ +) 
tiie 


Joclegcatiov 


led 


171 

1408) 
16 

62 St 


Depart ent of St 


ite 
DEPAR 
tion o 
W476, Ai 
lijlomati 


0 
in this « 
nated law 

tio! 
| Defe 
GO4) l 


KxXHIBiT 2 
oO STA INS I 
Unelass ied 
AUGUST ( 1O53 
Foreign <A nd Foreigi nformation Functions 
ist 1, 19 
am OnStar post 
} rht to e at thice I lin 
Affairs officer 
loxre R LO47¢ 
» A } GN INI ATI } ( IONS 
‘ il thre itutes eferred >in sSectl i 
iol O01 o S of tl ted States Code and 
7 and &S& of 1953 nad President of he United 
a ft the Armed F< ot | | ited States, it 1 
PAR FOREIGN AID 
tai Wictions the | sident (a) Except as 
rder, the functions conferred upon the President by 
sare hereby delegated to the Direct of the Foreign 
The Mutual Security Act of 1951. 65 Stat S73. < 
se As tance Act of 1949 » Stat. 714, as amended 
ct of May 22. 1947. 61 Stat. 105, as amended (22 
i Defense Assistance Control Act of 1951. 64 Stat 


> and those provisions of the 


amended 


BReonomit 
IDOL et 


Cooperation 


22 S. ( which are 


seq De 








OPERATIONS OF U. 8. IN FRANCE, SPAIN, AND GERMANY Li 


continued in effect by section 503 of the Mutual Security Act of 1951, as 
unended. 

(b) There are hereby excluded from the functions delegated by section 101 (a) 
if this order: 

(1) The functions conferred upon the President by the laws referred to in 
section 101 (a) of this order with respect to the appointinent of officers required 
to be appointed by and with the advice and consent of the Senate, the transmittal 

periodic or special reports to the Congress, and the termination or W ithdrawa 
of assistance 
2) The functions conferred upon the President with respect to findings 
determinations, certification, agreements, transfers of funds, or directives, as 
he case may be, by sections 101 (a) (1), 101 (b), 202, 502 (a), 808 Ca) (last 
two sentences), 401, 508 (a) (3), 507 (except as provided in Part III hereof). 
511. 513. 530, 5B2. 540, 542. 550 Cb), and 550 (e¢) of the Mutual Security Act of 
1951. as amended: sections 3U8, 402, 407 (b) (2), 408 (f), and 411 (b) of the 
Mutual Defense Assistance Act of 1949, as amended; sections 105 (c¢), 111 (b) 
(2) (first Clause), and 119 of the Economie Cooperation Act of 1948, as amended ; 
and sections 108 (b), 104, 208, and 301 of the Mutual Defense Assistance Control 
Act of 1951. 

(¢c) Funds which have been or niay be appropriated or otherwise made avail 
able to the President to carry out the laws referred to in section 101 (a) hereof 
and section 12 of the Mutual Security Act of 1952 (66 Stat. 151), shall be deemed 
to be allocated to the Director of the Foreign Operations Administration without 
any further action by the President, ind the said funds may be allocated by the 
Director of the Foreign Operations Administration to any agency, department, 
establishment, or wholly-owned corporation of the Government for obligation or 
expenditure thereby, consistent with applicable law, subject, however, to the 
reservation of functions relating t> transfer of funds set forth in section 101 (b) 
2) hereof 
SecTION 102. Tnterrelationship of Director and Secretary of Defense. (a) Con 
sonnnt with section 501 (a) of the Mutual Security Act of 1951, as amended, the 
Secretury of Defense shall exercise the responsibility and authority vested in 
him by section 506 (a) of the said Act, as amended, subject to coordination, 
direction, and supervision by the Director of the Foreign Operations Adminis 
tration 

(b) The Secretary of Defense shall keep the Director of the Foreign Opera 
tions Administration fully and currently informed of all matters, including 
prospective action, relating to the establishment of priorities under section 506 
(b) and the furnishing of military items under section 506 (¢) of the Mutual 
Security Act of 1951, as amended 

SECTION 103. Aid to Palestine refugees (a) Subject to subsection (b) of this 
section, the functions transferred to the President by section 6 of Reorganization 
Plan No. 7 of 1955, are hereby delegated to the Director of the Foreign Operations 
Administration. 

(b) The Secretary of State shall be responsible for making the United States 
contribution to the United Nations under the United Nations Palestine Refugee 
Aid Act of 1950. The Secretary of State shall also be responsible for formulating 
and presenting, with the assistance of the Director of the Foreign Operations 
\dministration, the policy of the United States with respect to aid to Palestine 
refugees and for representing the United States in the United Nations Relief and 
Works Agency for Palestine Refugees in the Near East 


SECTION 104. Successor agencies. (a) Except as may be otherwise provided 
in this order, the Foreign Operations Administration and the Director of the 
Foreign Operations Administration are hereby made the successors, respectively 
of the Mutual Security Agency and the Director for Mutual Security 

(b) Except in instances wherein the provisions concerned are for any reason 
inapplicable as of the effective date of Reorganization Plan No. 7 of 1952. each 
reference in any prior Executive order to the Mutual Security Agency or the 
Director for Mutual Security is hereby amended to refer to the Foreign Opera- 
tions Administration and the Director of the Foreign Operations Administration 
respectively 

(¢) Without limiting the application of section 104 (b) of this order. the 
umendments made thereby shall apply, subject to the provisions of the said se 
tion 104 (b), to prior references to the Director for Mutual Security and the 
Mutual Security Agency in (1) Executive Order No. 10159 of September &. 1950 
(15 F. R. 6108), as amended; (2) sections 7 and 9 of Executive Order No. 10800 


05984—hS5 
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of November 9, 1951 (16 F. R. 11208), as amended: (3) Executive Order No 
LOSSO of August 2, 1952 (17 F. R. 7107): (4) Executive Order No. 10458 of 
June 1, 1953 (18 F. R. 3159). 

SecvTron 105. Redelegation. The functions delegated to the Director of the 
Foreign Operations Administration by the provisions of this part shall be deemed 
to include the authority to redelegate the functions so delegated 


PART II, FOREIGN INFORMATION 


SecTION 201. Informational media guaranties. The United States Information 
Agency is hereby designated as the agency of the Government which shall on 
and after the effective date of this order exercise the authority to make infor- 
mational media guaranties under section 111 (b) (8) of the Economic Coopera 
tion Act of 1948, as amended (22 U.S. C. 1509 (b) (3), and section 536 of the 
Mutual Security Act of 1951, as amended, and to administer such guaranties 
made prior to the effective date of this order. The Director of the Foreign 
Operations Administration, after consultation with the Director of the United 
States Information Agency, shall fix (and may from time to time revise) an 
amount representing that portion of the limitation prescribed by section 111 
(b) (3) of the Economic Cooperation Act of 1948, as amended, which may be 
utilized by the Director of the United States Information Agency for informa 
tional media guaranties, including the liquidation of obligations outstanding 
under such guaranties as of the effective date of this order. 

SECTION 202. Information regarding technical cooperation. The United States 
Information Agency shall publicize abroad the activities carried on under the 
Act for International Development. Executive Order No. 10159 of September &, 
1950 (15 F. R. 6103), as amended, is hereby further amended accordingly 


PART IIT, PROCEDURES FOR COORDINATION ABROAD 


SecrTion 301. Functions of the Chief of the United States Diplomatic Mission. 
(a) The Chief of the United States Diplomatic Mission in each country, as the 
representative of the President, shall serve as the channel of authority on 
foreign policy and shall provide foreign policy direction to all representatives of 
United States agencies in such country. 

(b) The Chief of the United States Diplomatic Mission in each country, as the 
representative of the President and acting on his hehalf, shall coordinate the 
activities of the representatives of United States agencies (including the chiefs 
of economic and technical assistance missions, military assistance advisory 
groups, foreign information staffs, and other representatives of agencies of the 
United States Government) in such country engaged in carrying out programs 
under the Mutual Security Act of 1951, as amended, programs under the Mutual 
LDbefense Assistance Control Act of 1951, and the programs transferred by section 
2 of Reorganization Plan No. 8 of 1953; and he shall assume responsibility for 
assuring the unified development and execution of the said programs in such 
country More particularly, the functions of each Chief of United States Diplo 
matic Mission shall include, with respect to the programs and country con 
cerned 

(1) Exercising general direction and leadership of the entire effort. 

(2) Assuring that recommendations and prospective plans and actions of repre 
sentatives of United States agencies are effectively coordinated and are consistent 
with and in furtherance of the established policy of the United States. 

(3) Assuring that the interpretation and application of instructions received 
by representatives of United States agencies from higher authority are in accord 
with the established policy of the United States. 

(4) Guiding the representatives of United States agencies in working out 
measures to prevent duplication in their efforts and to promote the most effective 
and efficient use of all United States officers and employees engaged on the afore 
said programs. 

(5) Keeping the representatives of United States agencies fully informed as 
to current and prospective United States policies 

(6) Prescribing procedures governing the coordination of the activities of 
representatives of United States agencies, and assuring that these representa 
tives shall have access to all available information essential to the accomplish 
ment of their prescribed duties 

(7) Preparing and submitting such reports on the operation and status of the 
programs referred to in the preamble of this section 301 (b) as may be requested 
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of the Secretary of State by the Director of the Foreign Operations Administra- 
tion and the Director of the United States Information Agency, respectively 

(8) Recommending the withdrawal from the country of United States per 
sonnel whenever in his opinion the interests of the United States warrant such 
action. 

(ce) Each Chief of United States Diplomatic Mission shall perform his fune- 
tions under this Part in accordance with instructions from higher authority and 
subject to established policies and programs of the United States. Only the 
President and the Secretary of State shall communicate instructions directly to 
the Chief of the United States Diplomatic Mission. 

(d) No Chief of United States Diplomatic Mission shall delegate any fune- 
tion conferred upon him by the provisions of this Part which directly involves 
the exercise of direction, coordination, or authority. 

SecTion 802. Referral of unresolved matters. The Chief of the United States 
Diplomatic Mission in each country shall initiate steps to reconcile any divergent 
views arising between representatives of United States agencies in the coun 
try concerned with respect to programs referred to in the preamble of section 
301 (b) hereof. If agreement cannot be reached the Chief of the United States 
Diplomatic Mission shall recommend a course of action, and such course of ac- 
tion shall be followed unless a representative of a United States agency re- 
quests that the issue be referred to the Secretary of State and the United States 
agencies concerned for decision. If such a request is made, the parties concerned 
shall promptly refer the issue for resolution prior to taking action at the country 
level. 

SEcTION 303. Effect of order on representatives of United States agencies. 
(a) All representatives of United States agencies in each country shall be sub- 
ject to the responsibilities imposed upon the Chief of the United States Diplo 
matic Mission in such country by section 507 of the Mutual Security Act of 1951, 
as amended, and by this Part. 

(b) Subject to compliance with the provisions of this Part and with the 
prescribed procedures of their respective agencies, all representatives of United 
States agencies affected by this Part (1) shall have direct communication with 
their respective agencies and with such other parties and in such manner as may 
be authorized by their respective agencies, (2) shall keep the respective Chiefs 
of United States Diplomatic Missions and each other fully and currently in- 
formed on all inatters, including prospective plans, recommendations, and ac- 
tions, relating to the programs referred to in the preamble of section 301 (b) 
hereof, and (8) shall furnish to the respective Chiefs of United States Diplo 
matic Missions, upen their request, documents and information concerning the 
said programs. 

PART IV. GENERAL PROVISIONS 


SecTIon 401. Coordination of foreign policy. The Secretary of State, the Di- 
rector of the Foreign Operations Administration, and the Director of the United 
States Information Agency shall establish and maintain arrangements which 
will insure that the programs under the supervision of the latter two officials 
are carried out in conformity with the established foreign policy of the United 
States. 

Section 402. Transfer of personnel, property, records, and funds. So much 
of the personnel, records, property, and unexpended balances of appropriations, 
allocations, and other funds, available to any oflicer or agency whereto there is 
delegated or assigned immediately prior to the taking effect of this Executive 
Order any function which by this order is otherwise delegated or assigned, as 
the Director of the Bureau of the Budget determines to relate to the said fune- 
tions and to be required by the officer or agency whereto the functions concerned 
are delegated or assigned by this order, for the performance thereof, shall be 
transferred, consonant with law, to such latter officer or agency. Such further 
measures and dispositions as the Director of the Bureau of the Budget shall 
deem to be necessary in order to effectuate the transfers provided for in this 
section shall be carried out in such manner as he shall direct and by such agencies 
as he shall designate. 

Section 403. Prior orders and actions. (a) Executive Order No. 10300 of 
November 9, 1951 (16 F. R. 11208), as amended, exclusive of sections 7 and 9 
thereof, and Executive Order No. 1033S of April 4, 1952 (17 F. R. 3009), are 
hereby superseded. 
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(b) Nothing in this order shall affect Executive Order No. 10062 of June 6, 
1949, as heretofore amended 

(c) To the extent that any provision of any prior Executive Order is incon 
stent with the provisions of this order, the latter shall control and such prior 
provision is amended accordingly 

(d) All orders, regulations, rulings, certificates, directives, agreements, con 
racts, delegations, determinations, and other actions of any officer or agency 
of the Government relating to any functions affected by this order shall remain 
n effect except as they are inconsistent herewith or are hereafter amended or 
revoked under proper authority 

SECTION 404. Definition. As used in this order, the word “functions” embraces 
duties, powers, responsibilities, authority and discretion 

SECTION 405. Effective date This order shall become effective on August 1, 
19538 

DwieHTtr D. EISENHOWER, 
THE Wuire House, August 1, 1953 


SMITH, Acting 
STRUCTURAL RELATIONSHIP 


Mr. Mraper. I was interested, in looking over your Manual of 
Organization issued September 1, 1954, to see that according to the 
organization chart the economic information actiy ity, as well as some 
military activity, seemed to come under the Embassy in some way. I 
presume that is covered in the Executive order I have referred to, and, 
as I mentioned in the opening statement, this committee has been very 
much concerned with the relationship among United States agencies 
in their overseas activities, and as a part of that interest it did handle 
the hearings on these two reorganization plans last year which created 
the Foreign Operations Administration and gave autonomy outside 
the State Department to the United States Information Agency. We 
would be interested in hearing what comments you have on the struc- 
tural relationship between these various activities in France. 

Mr. Acnitues. I would like Mr. Martin, our executive counselor, to 
speak to that, but first I would like to say something about the 
philosophy under which we operate. 

Ever since the war, when it was necessary to take on new activities 
ibroad and establish new agencies, the philosophy here has been that 
United States representatives abroad are emphatically a part of one 
single team and have to conduct themselves as such. Certainly all 
the ambassadors here in Paris in recent years have emphasized that 
and have made a determined effort to integrate both the regular mili- 
tary representatives, the service attachés, and the special military 
groups as closely with the Kmbassy as posible. The same has been 
true of FOA, where we tried to avoid duplication of effort. I think 
we have gone a long way in achieving that. We had the integration 
program before the USLA was established, and we have done our best 
to prevent it from weakening the integration. 

The same philosophy applies to representatives of the Department 
of Agriculture, Treasury Department, FBI, and all the manifold 
branches of the Government that have representation here. 

[ would like Mr. Martin to discuss this more specifically. 
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STATEMENT OF GRAHAM MARTIN, EXECUTIVE COUNSELOR, 
UNITED STATES EMBASSY, PARIS, FRANCE; ACCOMPANIED BY 
B. E. L. TIMMONS, ACTING CHIEF, FOREIGN OPERATIONS AMIN- 
ISTRATION MISSION TO FRANCE 


Mr. Marrix. I do not know quite what line you wish to follow. 
Mir. Achilles has made the basic point that in the operations of the 
United States Government activities in France we have always tried 
to keep in mind that the United States Government must keep ia 
completely united front in dealing with the French Government. 

We have always insisted that the Ambassador, as the special rep 
resentative of the President of the United States, is and must be 
the controlling factor in the overall coor lination of policy and in the 
determination of policy on the local scene in any representative 
activity with the French Government. 

We have been extraordinarily fortunate in Paris in having as chiefs 
of the organizations created under Reorganization Plans 7 and 8, in 
the capacity of Mr. Timmons and Mr. Brady, people who have under 
stood the complete necessity for that total coordination. It has so 
operated, and IT think under the strong leadership of Mr. Dillon and 
Mr. Achilles it will continue to operate in this manner. 

Mr. Meaper. What is the maximum number of United States rep 
resentatives of ambassadorial rank we have ever had in France? 

Mr. Marrin. We had five at one time. 

Mr. Meaprr. Tlow many do you have now / 

Mr. Martin. We have ei at the moment. Ambassador Dillon, the 
United States Ambassador to France, is the ranking American in 
France. Another United fie, organization is USRO, which basic 
ally provides representation to the North Atlantie Council. John 
Hughes, the permanent representative to the Nort! Atlantie Council, 
has been given the rank of personal ambassador by virtue of the 
nature of his pos ition. 

Mr. Mraprer. Let me ask the question this w: av: Is there essentially 
the same relationship on paper and in actuality among the various 
United States agencies in France since Reorganization Plans 7 and 8 
went into effect as there was before those two plans became effective ? 

Mr. Marrin. Not wholly. The difference, however, is largely ad 
ministrative and not functional. With the creation of FOA there was 
less difference in that relationship, because we had, beginning in 1948, 
a special mission to France under the ECA Act that was continued 
under the MSA Act, and under the reorganization plan which created 
the FOA it was largely a continuation of the same mission. 

In the case of USTA, it had been an integral part of the State 
Department at home, and with its creation as a separate agency Mr. 
Brady has a direct channel of communication to Mr. Streibert in 
Washington; he has his own structure which flows from his organiza- 
tion in Washington, not from the State Department. But insofar as 
the program of the USIA in France and its complete coordination 
under the Ambassador and Mr. Achilles to effectuate American foreign 
policy in France, I would say there has been little change. Mr. Brady 
can speak to that 
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Mr. Brapy. That is right. 

Mr. Meapver. What was the date of this Executive Order 10476? 

Mr. Mountain. August 1, 1953. 

Mr. Meaper. In other words, that Executive order took effect, for 
all practical purposes, simultaneously with the effectiveness of Reor- 
ganization Plans 7 and 8/ 


Mr. Martin. Yes. 


PERSONNEL CUTS 


Mrs. Sr. Georce. Mr. Chairman, could I ask Mr. Martin, how many 
people would you say are directly under the Ambassador in Paris, who 
represents the President in this country? What is the total number, 
because we always hear so many different figures. I mean compris 
ing FOA and the whole works. 

Mr. Martin. Americans or locals? 

Mrs. Sr. Grorce. Both, please, and then break the figure down be- 
tween Americans and locals 

Mr. Martin. In August 1954 there were 1,199 Americans and 986 
locals, a total of 2.185. 

Mrs. Sr. Grorce. Is that an increase or a decrease within the last 2 
years ¢ 

Mr. Martin. It is a rather significant decrease. On August 51, 
1952, the re were 1,660 Americans and 1,609 locals, or a total of 3.269. 

Mrs, S Sr. Georcr. Where has the biggest cut come? Has it come 
in the aan service, because ] oe aie told there is a de finite 
shortage of people in the consular service that is seriously impeding 
the work of the consular service. Whether that is true, I « lo not aot 

Mr. Martin. I think it might be true on a worldwide basis. I do 
not think it is true in France. We could comfortably use more people 
in the consular service, but that is true of other services as well. The 
decrease has been mostly in the administrative services, by the aboli- 
tion of some positions under USRO, which provides representation 
to the North Atlantic Council, OEEC, and other organizations In 
Pari 

When under this Executive order the State Department in effect 
became the executive agency for administrative sup port of all agencies 
other than military, we were able to make certain consolidations 
which have permitted drastic reductions in personnel. 

Mrs. Sr. Grorce. It would not be possible to shift the figures so 
that the consular service would not be left with so very few? The 
criticism I have heard is that the cuts have been in the consular serv- 
ice where the traveling public is sure to notice them. 

Mr. Acuiturs. I do not think that is a justified criticism. I can 
only speak for France. 

Mrs. Sr. Grorcr. I am speaking specifically of France now. 

Mr. Acurtiirs. The cuts that were made here, while they probably 
involved deci isions both i in W ashington and he ‘re, were care fully evi ah l- 
ated, and there was an effort to equate the reductions in terms of the 
functions to be performed It 1¢ harder to cut dowr on consular 
functions than on others, because these have a basis in law which have 
to be carried out over the years, whereas some of the other functions 
have developed since the wal and are more or less temporary. 
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Mrs. Sr. George. Is there not a considerable delay in getting visas 
through? I was told there was and that was one of the reasons why 
this cut was so apparent. 

Mr. Martin. I do not think that is the case in France. The delays, 
I think, are more procedural. I might add that the reductions that 
have taken place, per owarns in the visa operations in France, have 
been occasioned largely | Va reext umination of functions and a reor 
ganization of the actual flow procedures, and under the leadership of 
Mr. Lyon, the supervising consul general, France, we feel we have a 
ae efficient operation than before. 

s I prey one mie een we could comfortably use 2 or 3 more 
pate but I do not believe any significant addition above that 
would actually speed up the inevitable requirements of law. 

Mrs. Sr. Grorce. In other words, you feel it is more a matter of 
procedure / 

Mr. Lyon. Procedural delays. 

Mr. Timmons. I might offer the experience of the FOA mission as 
an example of this cutting process. In August 1952 we had about 
230 people in the mission, I think, locals and Americans. We had felt 
for some time there were a lot of activities carried on that could 
dispensed with. We made a list and put under one head the activities 
that could be discontinued and the people associated with those activi 
ties. We cut the FOA mission twice within the year 1953, 1 cut be- 
tween January and July, and 1 between July and December. So we 
have only one-fourth of what we had 2 years ago. 

I mention the way it was done because so often personnel is disasso 
ciated from functions. We asked FOA in W ashington to tell us that 
we could stop doing these things and reduce our staff. 

One thing that enabled us to reduce our staff is that we transferred 
our information division to the USIS, so we have no information per 
sonnel in the FOA mission. 

I think that is a rather dramatic example of what can be done if 
vou want to reduce staff. That was done on a fairly orderly basis; 
not wholly. 

Mr. Meaper. Mr. Timmons, in the light of the reduction and per 
haps complete discontinuance of economic aid in France, what do you 
think the future cuts will be? 

Mr. Timmons. There is no economic aid now. There is military 
aid. The aid to Indochina was scheduled to be almost $800 million 
from fiscal year 1954 funds. We are now in the process of reexam 
ining that. The unwinding of this aid agreement is a very compli 
cated process, but that is underway. One of my chief jobs is this 
inilitary aid program to France and Indochina. There,is a long pipe 
line connected with these things. We have only paid out to date some- 
thing like $800 millon. 

We have operated here for some time a complete amalgamation be 
tween the economic work in the Embassy and in the FOA mission. 
We have had a complete integration. We have a Treasury repre- 
sentative, agricultural attaché, and so forth, so that everything that 
deals with military aid, with economies, and so on, heads up under one 
person. 

The rough division between the FOA mission and the Embassy is 
that in FOA we concentrate on short-run operations that will come 
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to an end in the future, such as the productivity program. In the 
ISmbassy we concentrate on negotiations with France, the reporting, 
the tax system, and so forth, which we will be interested in over the 
long run. I think it is an ideal arrangement. 

As to the future of FOA, it is a question of what functions should 
be carried on and how best they can be carried on. I think it works 
very effectively here, so that we all speak to the French with one 
voice, I think the precise administrative operation is for determina 
tion by the Congress and the folk at home. 

I also serve as an assistant to the Ambassador in MDAP matters. 
We have people doing several jobs, which is an economy measure. 

I have served here for 6 years under 4 Ambassadors and 4 chiefs of 
MISSIONS, and 1 would like to Say that the cooperation we have had 
from the Ambassadors and from the ministers that have been here, 
Mr. Achilles and Mr. Martin, the way we were fitted im, could not 
be better, which made us a part of the Embassy family. 

I think the personal equation is very important. I think these ad 
ministrative arrangements we have discussed are a good framework 
for @iving effect to this sort of thing. 

Mr. Mi ADER. When ill aid functions cease and vou have nothing 
except the normal economk responsibilities of the Ambassador, by 
how many W ill your people be reduced / 

Mr. Timmons. I think you could eliminate all of the FO.A mission 
except those parts which have really become a part of the Kmbassy"s 
Economic Division and are doing work which benefits the State De 
partment as wellas FOA. It really comes down to 2 or 5 officers and 
a certain amount of secretarial help, people who work under the 
direction of our economic and financial advisers and who follow these 
developments. There has been a shortage in the past of FOA person 

nel, so we have put our people in jobs where they do dual functions. 
There are a few key people for whose jobs I think you should provide. 
If FOA were to ¢ los se and all these functions are terminated, then all 
of the FOA could disappear on June 30, provided appropriate ar 
rangements were made to carry on the economic and financial work. 

Mr. Mraper. I had the impression the 63 people in the FOA mission 
were also in economic work of the Embassy. 

Mr. Timmons. Not entirely. All of the FOA and the Embassy 
Economic Division people come under me in my two capacities. In 
one area they are combined. Our chief economic adviser isa Treasury 
man. 

My point is that if FIO disappears, you have two officers doing vital 
work for the State Department as well as FOA, and those people 
should be provided for on the Embassy roll. 

We have FOA peop le who are concerned with the productivity 
program. When FOA in Washington says that the productivity pro- 
gram can be stopped, they can be terminated. Probably not more 
than 2 or 3 officers and secretarial help are really thoroughly inte 
erated in the Embassy and should be continued. 


STAFFING OF UNITED STATES AGENCIES IN PARIS 


Mr. Mraper. Mr. Martin, you seem to have been referring to a 
document on the staffing of United States Government agencies in 
Paris. 
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Mr. MaRrTIN. Yes. This document on the stathing of | nited State 
agencies in Parris gives the total as of August 31, 1952, August 31, 
1953, and August 31, 1954. It provides a comparison over the past 
3 years of the staffing of all the United States agencies here. If you 
like, we will be glad to furnish that to you. 

Mr. Mi ADER. Without objection, | would | ke to incorporate that 
Ih the record. 

(The document referred to, exhibit 3, is as follows:) 


EXHIBIT 3 
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Staffing U. S. Government agencies, Paris, France—Aug. 31, 1952, 1953, 1954 
Continued 


4. The American staff of the military assistance advisory group and offshore procurement consists 0 
military and American civilian employees 
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Mr. Mraper. Do you have any questions, Mr. Williams ¢ 
UNITED STATES AID TO FRANCE AND INDOCHINA 


Mr. Wititams. Mr. Timmons, you say there is no longer any eco 
nomic aid to France ? 

Mr. Timmons. No. 

Mr. Wiiutams. You are still spending dollars appropriated fo1 
L954 ¢ 

Mr. Timmons. Weare. The only aid that might be called economic 
is for the productivity program, scheduled to be about $300,000 in 
fiscal year 1955. In 1954, $870 million was scheduled to be given, $785 
million for Indochina and $85 million for French NATO forces. 
‘That was to be directly reimbursed to the French. All of that was 
military aid. Not all of that $870 million has yet been paid. 

Since 1952 aid to France has been for the French military program, 


and the only exception is the productivity program, which last year, 
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fiscal year 1954, received S1 million and this year s scheduled to receive 
S300,000 (ll the rest has been strictly for the military program. 

Mr. Mraper. Mr. Timmons, your responsibilities are confined to 
France ¢ 

Mr. Timmons. Yes; my responsibilities are confined to France. I 
ive ho respol sibilities outside of that. Ihave FOA colleagues unde 


\mbassador Iluches, and if thev have questions to take up with the 


French Government they conn to me and I take them up bilaterally 

th the French Government. Our aid to France and Indochina has 
lowed through us. 

Mr. Mraper. Is there any aid program for protectorates or colonies 
of France / 

Mr. Timmons. No. 

Mer. WILLA MS. Has there been an Vv reque st for aid to the colonies / 

Mir. Timmons. No. 

Mr. Witirams. And the only aid to Indochina is economie aid 4 

Mr. Timmons. No. The figures I have mentioned are military aid. 
There is also direct economic aid to Indo hina, which has been admin 
stered by FOA in Saigon. There are FOA representatives in Cam 
bodia and Laos. They are graduates of this mission. I think there 
re plans to have FOA missions in all three of the Associated States. 

Mr. Mraper. If there are no further questions of Mr. Martin and 
Mr. Timmons, I think we should hear from Mr. Brady of USIA. 

Mr. Acniturs. Could we excuse Mr. Timmons? 

Mr. Meaper. Yes. Thank you very much, Mr. Timmons. 

Mrs. Sv. GEORGE. Thar K you, Mr. Timmons. 


STATEMENT OF L. S. BRADY, PUBLIC AFFAIRS OFFICER (USIA) 
UNITED STATES EMBASSY, PARIS, FRANCE 


USIA 


Mr. Brapy. I fully endorse all that has been said about integration. 
| do not see how it could be better. We have gotten along in the best 
DOSS ble way. 

Qur own program has been cut down considerably in the past 2 
years. At one time USLA had 64 employees and there was a very con 
siderable number of employees under ECA. The entire shop of ECA 
has been liquidated and merged with our own. 

We have at the present time on paper for all of France only ts 
Americans, 18 of whom are or will be in the provinces, 3 in each of the 
6 centers, in key cities outside of Paris. 

In Paris we have 30 Americans for administering the information 
program which we carry on for MDAP and FOA and the exchange 
program, plus the library operation. 

We have organized ourselves into a very tight team and we work 
together as a team so that any given project which we carry out is 
bound to have the combined thinking and combined assistance of all 
sections, 

When I came here a little over a year ago to head up the informa- 
tion program, I was shown a paper consisting of 37 pages of closely 
t\ ped program. We have taken that and done this to it | indicating }, 
so that at a glance we get exactly what we are aiming at in terms of 
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the furtherance of American policy as it concerns this country, and 
the result has been the firming up of our program. 

Mr. Meaper. Do you have a copy of that ¢ 

Mr. Brapy. Yes. 

Mr. Meaper. May we have a copy of it, or is it classified ? 

Mr. Brapy. It is confidential. 

Mr. Meaper. Could the confidential parts be deleted so that the 
rest could be made a part of the record ¢ 

Mr. Brapy. No, because this is our entire program. 

Mr. Meaper. We might have it as a confidential matter for our 
staff. 

Mr. Mounvarn. I think we have in our records typical programs. 

Mr. Mraper. Is this in z ashington ? 

Mr. Brapy. Yes; it 1 Washington. I bring it up principally 
ecause you are cea in organization. ‘This is the type of thing 
we are trying to do, cut out the fluff and get down to essentials in all 
sections of the operation, and the fact we are able to put it on one 
sheet of paper, putting on one side what we are trying to accomplish 
and on the other side the groups we will reach to accomplish it, shows 
we have a target to work on which simplifies our thinking and our 
planning. 

Mr. Mraper. What is your principal activity now? We saw some 
activities in the Orient a year ago when we visited Japan and Korea. 
I am interested in what your major activity is. 

Mr. Brapy. Under this plan—this is our guide; we do not get away 
from it—we have four things we are aiming at. 

(1) Western alliance, building up the whole NATO idea. With 
that the information side of the program carries the major load. 
We have put out publications that are very sober in contrast to 
former years, going to handpicked people in the countr v, not accord- 
ing to title but according toname. If we know a man is a Communist 
deputy, it is a waste of paper and money to send it to him, so we 
do not send it to him. Every one of the ‘people to ie this mate- 
rial goes is handpicked. There is one exce ption to that. We have 
one mass distribution pamphlet on atomic energy. It has been 
extremely successful; it has gone very, very well. 

(2) European integration. That aims directly at EDC and what 
followed EDC when EDC went out. In this particular realm, since 
after all we cannot speak as the United States without having it 
look like we are getting into somebody else’s field we work through 
French organizations on the spot who are interested in European 
integration, giving them ideas and helping them with their publica- 
tions and staying in the background. We work out texts that are 
— ally agreeable. 

The third thing we are after we put under the general heading 
of. common heritage, including We cultural section, the degree to 
which the background and aims of the countries are similar, with 
emphasis on independence of the individual and the liberties in which 
we all believe and of which France to a large degree is the source. 

(4) The fourth one is what we put under the overall title of eco- 
nomic democracy. 

Behind all of these we have a very active libr: ary program, to whom 
we send all our contacts for research on their own. 
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It is that type of integrated program we are trying to promote. 

Mrs. Sr. Grorce. In the library program, do we have libraries sit- 
uated throughout France, as we do in the Orient 4 

Mr. Brapy. Yes. There is 1 here and 1 in the 6 consular districts, 
Lille, Strasbourg, Lyon, Bordeaux, Marseille, and Tours. 

To the extent we can, we avoid duplication. 

Mrs. Sr. Grorce. Do you go in for educational work for young 
people ¢ : 

Mr. Brapy. We do not. 

Mrs. Sv. Georce. It would not be necessary here. In fact, I should 
think it would be highly unpopular. 

Mr. Brapy. It would indeed. 

Mrs. Sr. GrorGe. So it is a straight library program, and they can 
avail themselves of it as they will? 

Mr. Brapy. That is right. 

Mrs. Sr. Grorce. How effective are the radio programs in France? 
Are radios very popular here / 

Mr. Brapy. Radios are popular here. According to the official reec- 
ords we assume there are about 60 million French-speaking people we 
Can reach. 

Mrs. Sr. Grorce. Through radio? 

Mr. Brapy. Through radio. That goes out beyond France and in- 
cludes Switzerland and Belgium, 

Mrs. Sr. Grorce. Have you any knowledge at all as to what kind 
of propaganda the Russians are putting out that would parallel this 
program of ours / 

Mr. Brapy. Yes, but it is not parallel. 

Mrs. Sr. Greorce. | mean in cost and personnel. 

Mr. Brapy. We estimated 2 years ago the cost of the Soviet pro- 
gram Was about 100 times our own, but we are not talking on the same 
basis. Nothing compares. But it is a fantastic undertaking. They 
subsidize their newspapers, we know. 

Mrs. Sv. Grorce. Are they subsidizing any of the French press? 

Mr. Brapy. Yes. 

Mrs. Sr. Grorce. Are we doing anything in that line / 

Mr. Brapy. No. 

Mrs. Sr. Grorce. Do you think their propaganda is effective / 

Mr. Brapvy. People believe what they want to believe. 

Mrs. Sr. George. That is true. 

Mr. Acuities. One of the difficulties they have is the decline in 
the circulation of the Communist press in France. I believe from 38 
Communist publications here after the war the number has declined 
to about 13, and the circulation of Humanite, the largest, has declined 
from 400,000 to 120,000 or 130,000. Is that correct 4 

Mr. Brapy. Prior to World War II, the French Communist Party 
had only two publications. The Paris daily Humanite was the prin 
cipal one. Their combined circulation averaged around 300,000 
throughout France for the 3 prewar years 1937 through 1939. 

By 1949 there were 20 Communist fellow-traveling dailies in 
France—3 in Paris and 17 in the Provinces. Their combined daily 


OPERATIONS OF U. 8. IN FRANCE, SPAIN, AND GERMANY 25 


printing averaged 1,621,000. Six of these newspapers had gone out 
of existence and the total number of copies printed had dropped to 


858,000 by 195: There were 91 Communist or fellow-traveling 
weekly publications printing 2,953,000 copies in 1949. In 1953 the 


total had dropped to 32, which printed 1,685,000 copies. 

The two principal Communist organs have been Humanite and 
Ce Soir. In 1949 Humanite had an average circulation of 207,000 
and Ce Soir 200,000. In March 1953 Ce Soir’s circulation had dropped 
to 78,000 and it suspended publication. By September of 1954 
Humanite’s circulation was down to 121,000 despite the disappearance 
of Ce ro 

Mrs. Sr. Grorce. Mr. Chairman, I think it would be well to have 
some ‘cients to prove that it is a necessity for us to have a 
program in view of the enormous program of the Communists, 

Mr. Meapver. I wonder if in supplying those figures you could also 
give us a statement of what means or mechanics you have for evaluat- 
ing the effectiveness of the Russian program and our own, Do you 
have any polls of any kind? 

Mr. Brapy. We have just given up the job. We had hoped there 
would be some scientific way of going about it, but we have not dis 
covered any and we have decided it is a waste of our effort. Mr. 
Streibert has said to us, “Instead of evaluating what we have done, 
let’s get on with the program.” 

Mr. Meaper. Mr. Williams, any questions ¢ 

Mr. Witiiams. No questions. 


EDUCATIONAL EXCHANGE PROGRAM 


Mr. Meaper. Mr. Morris, I wonder if you have any statements on 
the educational exchange program we could have for our record / 


STATEMENT OF LAWRENCE S. MORRIS, CHIEF CULTURAL AFFAIRS 
OFFICER, UNITED STATES EMBASSY, PARIS, FRANCE 


Mr. Morris. On the operational side I can say Mr. Brady spoke for 
that program also when he spoke of complete integration. I have 
been here 3 years, serving under 3 ambassadors, and from the begin 
ning it has worked as an integral part of the embassy. 

The changes, as*Mr. Martin has said, have been entirely adminis- 
trative. The pieces of paper that come to us from Washington come 
from different sources, because our program, and the program in which 
I am personally concerned, is partly directed from USLA and partly 
from the Department. Except that the instructions originate from 
those two offices, there is no difference here. 

Mr. Meaper. Do you have a summary of the program ¢ 

Mr. begga Yes. We have a statement of our budget for the com- 
ing year, which is bulky. We can give you a copy. 

Mr. ‘Mir Aver. We would like to have the number of people in your 
program, the work they do, the cost, and information of that kind. 

Mr. Morris. I will be glad to supply that. 

(The following information exhibit 4 was supplied by Mr. Morris :) 
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Exist 4 
NOVEMBER 19, 1954. 


EMORANDUM 


lo The International Operations Subcommittee, Committee on Government 
Operations, House of Representatives 
From: Lawrence S. Morris, Chief Cultural Affairs Officer, Paris 
In response to the request of the chairman of the committee at the meeting 
held at the American Embassy, Paris, on Thursday November 18, the following 
information concerning the educational exchange program between France and 
the United States of America for fiscal year 1955 is submitted 


French grantces 
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Mr. Meaper. I would like to ask Mr. Achilles, or anybody else, if 

you think of something that should go in the record that we have 
not covered, to please send it to us. 


ROTHSCHILD MANSION 


Mrs. Sr. Grorce. I do not know if it is entirely in order, but I 
would like to know what is being done with the building known as 
the Palais Rothschild by the British Embassy, which I understand 
was purchased by the United States for use as an Embassy residence 
and has been more or less “gutted.” Do we intend to keep it as it is, 
or eventually to put it in shape so that it can be used as an Embassy 
residence / 

Mr. Acninurs. The feeling has been that the cost of remodeling 
the building for use an an Embassy residence would be very great. 
It is the headquarters of USIS and houses other people from the 
Embassy. Mr. Martin, would you like to speak to that ¢ 


FURTHER STATEMENT OF GRAHAM MARTIN, EXECUTIVE COUN- 
SELOR, UNITED STATES EMBASSY, PARIS, FRANCE; ACCOM- 
PANIED BY THEODORE C. ACHILLES, CHARGE D’AFFAIRES, 
UNITED STATES EMBASSY, PARIS, FRANCE; AND L. S. BRADY, 
PUBLIC AFFAIRS OFFICER (USIA), UNITED STATES EMBASSY, 
PARIS, FRANCE 


Mr. Marri. The building has been in use as an office building for 
approximately 5 years as a basic real-estate investment. We have al 
ready amortized one-third of the cost. An adjustment of $200,000 
was made to compensate for remodeling. 

Mrs. Sr. Gerorce. Was that adjustment made afterward, or was 
it understood at the time / 

Mr. Martin. It was not understood, but at the time it was remodeled 
the adjustment was made. 

Mrs. Sr. Grorce. How much is that building worth today, would 
you say ‘ 

Mr. Martin. I would say, in view of the normal ap preciation of 
real-estate prices, that buil ling could be dis sposed of at a gain of ap- 
proximately 20 to 25 percent of the original purchase price; and dis 
counting the savings we have made by owning it rather than paying 
rent, it been a good investment for the United States. 

Mrs. Sv. Grorce. I did not realize you were using it to that extent, 
or that it send | not be fairly easily vepl: iced with something cheaper. 
You would say it is an essential part of the Embassy / 

Mr. Martin. I would not say that. I think if other space were 
available, if we could build an office building with the same square 
footage, it would be a great deal more useful. 

Mrs. Sr. Grorce. That is what 1 understood, because that is not an 
office building. Would not that building still be of value as an Em- 
bassy residence’ Is it not a fact the present Exmbassy residence is 
considered inadequate / 

Mr. Acuities. I would not say so. I would say our present Em- 
bassy residence is more suitable. It is not as large and spectacular, 
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Mrs. Sr. Grorcr. Do you think it would be advantageous to sell 
this building and get something more useful as an office building? 

Mr. Martin. If it could be done, I think it would be. Now we 
desperately need space, and it seems unlikely we will have money to 
build a suitable office building, and suitable office buildings are not 
available. 

Mrs. Sr. Grorer. It was an unfortunate purchase in the beginning, 
was it not? 

Mr. Martin. Yes. It was originally purchased for the purpose of 
converting it to the Ambassador’s residence. 

Mrs. Sr. Grorce. Which it would be eminently suited for. When 
was if purchased ¢ 

Mr. Marri. 1948. 

Mrs. Sr. Groree. Does anyone know what the purchase price was? 

Mr. Martin. A little over $2 million. 

Mr. Donenan. $2,111,000. It was acquired April 1, 1948. 

Mr. Wintrams. What is the present market value of the building? 

Mr. Marrry. There was some question as to the value when the 
Canadians were looking for a chancery of their own. At that time 
I think it could have been disposed of for about $2.5 million. There 
has been a general appreciation of real-estate values here, the same as 
at home. 

REORGANIZATION PLANS 7 AND 8&8 


I might add. if there are no other questions, one statement on 
Reorganization Plans 7 and 8. 

We have recorded testimony that the plans have worked so far as 
Paris is concerned. and worked well. But I would not wish it to be 
regarded as a personal thing that I necessarily approve of it. It has 
worked here because we have had a very strong leadership on the 
part of Ambassador Dillon and Mr. Achilles, and have had people 
like Mr. Brady and Mr. Timmons, who have understood that the 
representation of the United States must be a single coordinated 
whole. 

I would say as my personal conviction that what has happened in 
Paris has been in spite of rather than because of Reorganization 
Plans 7 and 8. It has been due to the intelligent approach made here. 
I do not know if that is true in other places. 

Mr. Mraper. I appreciate that statement very much. Do you have 
anv comment on that general proposition, Mr. Achilles? 

Mr. Acres. I would only add that we have had a very fine spirit 
of cooperation. We have been fortunate in the people we have had, 
both military and civilian. While I do not want to minimize the 
strength of the organizational structure, I do not think any organiza- 
tional structure will work unless vou work asateam. That varies from 
place to place. We have been fortunate in the people we have here 
heading these various groups. Anything that can be done from 
Washington to promote, insofar as you people on the Hill are able, or 
to induce or force the closest possible coordination abroad is all to the 
good. 

Mr. Mraper. I might say I was one of the very few who opposed 
those two reorganization plans. 
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WRISTON REPORT 


I might ask also, before we close, how the personnel integration 
program based on the Wriston report is operating. 

Mr. Acuinxes. I think over the long run it will be a very sound 
development. It has caused a fair amount of criticism, primarily from 
the younger oflicers, who feel that this is just one more time when 
additional peop ‘le from the outside have been brought in over them. 
There is a feeling that in many cases agencies created during the war 
and shortly afterward, in view of recruiting difficulties, have offered 
much higher salaries and advancements than in the Foreign Service, 
and therefore there are people who have come up more quickly through 
these other agencies 

But, again, that is incidental to the actual process of amalgamation, 
which I think is recognized as sound. I think the hope is that this 
will provide the answer, and that for a considerable time to come we 
can look for stabilization. 

Would anyone else like to comment on that ? 

Mr. Mraper. I might ask whether or not there has been any notice- 
able effect from the movement on the part of some people in Was! 
ington to have their own representatives abroad somewhat outside of 
the operations of the Embassy, such as the Department of Commerce 
wanting to establish representatives abroad reporting directly to 
Washington / 

Mr. ACHILLEs. Frankly, we regretted that and considered it a 
regressive step. Both Agriculture and Commerce had their own rep 
resentatives. We felt, and the representatives felt, it was a real 
advantage when they were fully integrated and amalgamated under 
the Foreign Service. Our agricultural attaché here is very much a 
member of the family, and we hope his successor will be the same 
way, but, all in all, speaking as a State Department official, I would 
think it would be better in the long run to keep all representatives 
abroad of agencies in Washington integrated as closely as possible 
into one single service. 

Mr. Meaper. By the way, since the reorganization plans and the 
Executive order, reporting from USTIA has not been through the 
Ambassador, but directly to Washington; is that correct? 

Mr. Brapy. It is direct to Washington. 

Mr. Mraver. Are copies of all communications furnished to the 
Ambassador ? 

Mr. Brapy. Yes. 

Mr. Mraper. Both sent and received? 

Mr. Acnities. Yes. 

Mr. Mraper. But the Ambassador has no paper control over what 
reports are sent back? I mean theoretically. 

Mr. Brapy. Any communication the subject of which in any way 
impinges on any particular section is always cleared with that section. 

Mr. Acuities. Theoretically there may be complete independence, 
but everything is cleared, as Mr. Brady says 

Mrs. Sr. Grorcr. That is typical of this Embassy, but not of other 
Embassies: is that correct? In other words, you are a shining example 
of integration ? 
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Mr. Acnities. We do not want to pat ourselves on the back, but 


it does work here. 
Mrs. Sr. Grorce. I think that is an interesting point to bring out. 


Mr. Meaper. Any further questions / 
Mrs. Sr. Grorce. JT have no further questions, Mr. Chairman. 


Mr. Meaper. Mr. Williams? 


Mr. WitiiamMs. No. 
Mr. Meaper. Are there any further observations any of you gentle- 


men desire to make ¢ 


If not, thank you very much. We appreciate your kindness in 


: ] : 
flving us this time. 
1 OO p. m., the briefing was concluded. ) 


(There ipon, at 13: 3s 
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INTERNATIONAL OPERATIONS OF THE UNITED STATES 
GOVERNMENT IN FRANCE, SPAIN, AND GERMANY 


(Military Briefing EUCOM Headquarters, 
St. Germain, France) 


THURSDAY, NOVEMBER 18, 1954 


House or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTER OF THI 
COMMITTEE ON GOVERNMENT OPERATIONS, 
St. Ge rmain. Franc 6. 

The subcommittee met at the Headquarters of the United States 
Kuropean Command, St. Germain, France, at 2:30 p. m., the Hon- 
orable Charles B. Brownson (chairman) presiding. 

Committee members present: Representatives Charles B. Brown- 
son (chairman), George Meader, Katharine St. George, and Harrison 
A. Williams, Jr. 

Committee staff present: Maurice J. Mountain, staff director; and 
and Wallace Parks, staff member. 

Also present: E. M. Rabenold, Jr., State Department escort officer ; 
and Lt. Col. Gerald Jorgensen, Air Force escort officer. 

KUCOM representatives present: Gen. O. R. Cook, USAF Deputy 
Commander in Chief United States European Command; Philip 8S. 
Powers, assistant briefing officer: also others not identified for the reé- 
ord but subsequently introduced to members of the subcommittee. 

The members of the subeommittee were given a private briefing by 
Gen. O. R. Cook, USAF, Deputy Commander in Chief, United States 
European Command, which was completely off the record and net 
reported, 

The subcommittee members and others noted in the foregoing ap- 
pearances were then given a briefing by Mr. Philip 8S. Powers, assist- 
ant briefing officer of EUCOM, as follows: 


STATEMENT OF PHILIP S. POWERS, ASSISTANT BRIEFING OFFICER, 
UNITED STATES EUROPEAN COMMAND HEADQUARTERS, ST. 
GERMAIN, FRANCE; ACCOMPANIED BY GEN. 0. R. COOK, USAF, 
DEPUTY COMMANDER IN CHIEF, UNITED STATES EUROPEAN 
COMMAND 


Mr. Powers. Mr. Brownson, ladies and gentlemen, this afternoon 
we plan to discuss very briefly the evolution of this command, its or- 
ganization, forces, and missions. 

United States EUCOM (United States European Command) was 
created in response to civilian authorities, and specifically to the Secre- 
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tary oO} 1) fey e, who Vi shed to el minute what as consid red to be 
dup! tion under tl} old organization, ind to pre vide a central 
vuthority Kurope wl would coordinate the joint interests of the 
thre jo? service Col und and make prompt yolice decision. 


pt ] 
| d states KU ¢ O-M was activated, etle tive Aucust B LOD5Y. 
The terms of reference of the United States Commander in Chief, 


I rope (1 nited States CINCEUR) are those of a unified commander 
der the unified command plan, : t forth in JAAF, the Joint 
Act \rmed Forces Manual, amplified by directive logistic au- 
thority : 
General Gruenther serves in two capaciti on United States 
CINCEUR, and the othe SACEUR (Supreme Allied Commander, 
Murope). As SACEUR he derives his thority through the stand 


\ . >NATO 1 ONIZeES A tr ¢ r. General Gruenther 


SACEUR would ime operatiol yl of e forces oO d 
by the NATO countries. He would exercise this command 
rough four subord) combined comn | 


Lieutenant General Mansergh’s combined command in the north: 
Marshal Juin’s combined 
nt Medite 

In peacet 


mand int »eenter: Ady ral Fechteler’s 


he 
rranean. 


ime General Gruenther. as SACEUR, does not command 

troops in the ordinary sense. TH respo le, however, for 

operational planning and for high-level training of contingently com 

1NATO troop ive nt ot ir, SHAPE. General Gruen 

ers headquarters as SACEUR, will not be respo ble for the logis 

por ¢ f t} e Various itr nal fol i ‘ 107 ( ad to it This logis- 

tica port will remain a national responsibilit nd, to the extent 

{ i United States multiservi | f the res nsibility of 
uarters United Stat KUCOM 

' l ed States CINCEUR (United States commander in chief, 

I: ne). General Gruenther commands the 1 ted States forces in 

Europe through United States EUCOM. United States EUCOM 

yrees have only one channel of communication la single chain of 

nd. This command runs straight from 1 ted States CIN 


CEUR through the CINC’s to the major tactical units. It runs 
so to the military assistance advisory groups and militray aid mis- 


MS nto N TO eount! S. and to the ICCA Joint (‘onstruction 


\ o¢ whl wa tablished on Ja l , 1953. JCA’s area of 
pol sibility was initially limited to France, the most critical con- 
truction area, but Greece, Italy, Austria, and Turkey have since been 
vdded. 
» there any question about the overall command structure ? 


r. Brownson. [have none. Mrs. St. George? 

rs. St. Grorar. I have none, Mr. Chairman. 

r. Powers. As to the forces under United States EUCOM, with 

respect to the Army we have four Infantry Divisions and one Armored 

Division, plus three Independent Infantry Regiments. Armv forces 

report directly to CINCUSAREUR (commander in chief, J. S. 

Army, Europe ), General Hoge, whose headquarters are in Heidelberg. 
The naval forces under United States EUCOM., including those in 

Germany, come under CINCNELM (commander in chief, naval 


[ 
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forces, eastern Atlantic and Mediterranean), Admiral Cassady, who 
maintains his headquarters in London. ‘There is an escort group in 
northern European waters, and a naval security force in Germany, 
but the bulk of the naval forces are with the 6th Fleet in the Mediter- 
ranean, under Vice Adm. Thomas E. Combs. 

CINCUSAFE (commander in chief, U. S. Air Force, Europe), 
Lieutenant General Tunner, has his headquarters in Wiesbaden, Ger- 
many. Wings and squadrons are deployed in Germany, France, and 
the United Kingdom, and organized under the 3d and 12th Air 
Forces. 

Overall United States EUCOM personnel strength is currently un- 
der 400,000, of whom substantially less than 2 percent are United 
States civilians. 

Some major missions of United States CINCEUR may be summar- 
ized as follows: 

(1) Support SACEUR. That is, by policy direction and coordi- 
nation of all elements under United States CINCEUR’s command to 
insure the maximum combat effectiveness of the United States forces 
available to SACEUR. 

(2) Support United States policies. That is, to provide a single 
military agency in Europe to interpret and insure the execution of 
policy direction from Washington. 

(3) Support SACLANT, CINCNELM, and CINCUSAFE in 
those areas where their responsibilities do not fall within United 
States CINCEUR’s jurisdiction, and General LeMay of SAC. That 
is, to provide by planning and otherwise, support to those commanders 
whose wartime missions would tie in closely with SACEUR’s. 

(4) Coordinate and direct joint logistic and administrative matters, 
including procurement, construction, communications, use of facili- 
ties, negotiations for foreign military rights, and interservice ar- 
rangements. 

(5) Prepare United States joint plans. ‘That is, the plans neces- 
sary to support SHAPE plans. 

(6) Provide for the discharge of United States military responsi- 
bilities in Germany. 

(7) Coordinate and direct intelligence and psychological warfare 
matters. That is, to provide a single agency to insure the maximum 
efficiency in these fields. 

(8) Administer the military aspects of the mutual security pro- 
gram. ‘This is definitely an operational function, and involves not 
only jurisdiction over the military assistance advisory groups but end- 
item equipment programing and implementation, as well as other 
matters. 

(9) Coordinate with USRA. That is, Ambassador Hughes, chief 
of the United States mission to NATO and European regional 
organizations. 

(10) Provide United States military representation to NATO, in- 
ternational and United States agencies. That is, to provide a single 
military contact whenever in Europe such military contact is 
necessary. ; 

Obviously these rather terse statements represent problems that are 
broader, deeper, and much more complex than is immediately evident, 
and which continue to call for attention and solution. 
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Following logically upon these statements of United States 
CINCEUR’s missions is the matter of the geographical areas of his 
responsibility ; that is, the areas in which he carries out these assigned 
MISSIONS. 

The area where United States CINCEUR has responsibility for 
command of forces includes Norway, Denmark, the United King- 
dom, Western Germany, Berlin, Belgium, Luxembourg, the Nether- 
lands, France (including its Algerian departments), western and 
central Austria and Vienna, Italy, Trieste, Greece, Turkey, the Med- 
iterranean Sea itself, and all the islands in the Mediterranean with 
the exception of the Balearic Islands, which belong to Spain; and it 
also includes the territorial waters adjac ent to all these countries. 

United States CINCEU R has the responsibility for milit: ary aid 
in all the areas whe re he h: is ¢ ‘Command of fore es, and ad litions lly this 
little country of Portugal over here [indicating |. 

The area in which United States CINCEUR has responsibility for 
offshore procurement, additionally to the area where he has command 
of forces, includes Sweden, Switzerland, Portugal, Morocco, Algeria, 
and ‘Tunisia. 

Mrs. Sr. Grorce. It also includes the brown area on the map ? 

Mr. Powers. Yes. This area [indicating|, of course, is the area 
behind the [ron Curtain, colored in red, appropriately enough. The 
brown area is the ground area, and the blue the sea, and the green the 
additional areas that are added for various responsibilities. 

Mrs. Sr. Grorcr. There is no offshore procurement in Northern 
Ireland, not in Ireland proper, and not in Iceland: is that correct ¢ 

Mr. Powers. That is correct. 

General Cook. I think if you looked into that you would find there 
is meat and possibly other products being pure hased in Ireland. 

Mr. Meaper. Can you tell us how much offshore procurement has 
bee made ? 

General Cook. Not offhand. 

Mr. Meaper. Is the procurement done in this headquarters ¢ 

General Cook. No. We exercise offshore procurement policy v direc- 
tion, but the procurement is not done in this headquarters. The pur- 
chasing is done by the procurement people in the three services, by 
their procurement organizations, but under the policy direction of 
this headquarters. 

Mr. Brownson. Which General Hoge is it that was mentioned ? 

General Cook. General William Hoge. There is also a Gen. Ben- 
jamin Hoge. In fact, there are three; there is Gen. Earl Hoag— 
spelled H-o a-9—InN the Air Force. 

Mr. Brownson. Is this the one that had the engineer special 
brigade / 

General Cook. Yes. His brother, Benjamin, was a cavalryman. 

Mr. Powers. Headquarters, United States EUCOM is organized 
and staffed to make the policy decisions and perform the coordina- 
tion necessary to execute the missions with which United States 
CINCEUR is charged. 

With respect to the organization of Headquarters, United States 
EUCOM, it should be mentioned that the three services are repre- 
sented in key positions throughout, in accordance with the basic prin- 
ciple of the unified command plan. The organization of the staff is 
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along conventional lines, with the four numbered divisions, a comp 
troller, and a public information officer, plus the additional elements, 
that is, a Communications-Electronies Division, a Military Assist 
ance Division, a United States national military representative to 
STLAPE. a political adviser, and a general counsel. 

In conelusion [ would like to fo over the service representation as 
indicated on our organizational chart. 

United States CINCEUR (General Gruenther) is from the Army. 

Deputy United States CINCEUR (General Cook) is from the Air 
Force. 

The Chief of Stafl is General Palmer of the Army. 

The Deputy Clietf of Staff is General Musset of the An Fores 

The Chief of the Public Information office is Commander Dowdell, 
i onaval officer. 

The USNMA is Colonel Smith of the Army. 


j 
Phe political adviser is Mr. Satterthwaite. 
The General Counsel is Mr. Ganse 
The Director of J—-1 Division is General Berry of the Army. 
The Director of J-2 Division is General Butler of the Marine 
( Orps 


The Director of J-3 is Admiral Wellborn of the Navy. 

The Director of J—-4+ is General Morgan of the Air Force. 

The ) rector of the Military Assistance Div ision 1s Gene} | Brad 
ley of the Ai niy. , 

The Director of Communications and Eleetronies is Admiral Wen 
of the Navy. 

‘he ( omptroller is General Hess of the Army. 

he Headquarters Commandant is Colonel Bodner of the Army. 
hat concludes the brieting. Are there any questions 4 

Irs. Sv. Grorce. I do not think I have any questions. 

Mir. Winurams. I have none. 

General Cook. This certainly has been a very receptive audience. 

Mrs. Sr. Greorce. I am afraid you stole the thunder. 

General Cook. I apologize. I included with some of the classified 
information that I gave you some that I was sure would be repeated 
here. I apologize. 

Mr. Brownson. It was a very good briefing. 

(Thereupon, at 4 p. m., the briefing was concluded. ) 
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Also present: KE. M. Rabenold, Jr., State Department escort officer ; 
and Lt. Col. Gerald Jorgensen, Air Force escort officer. 
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Dunn, Ambassador Extraordinary and Minister Plenipotentiary ; 
Ifomer M. Byington, Jr., counselor of Embassy; William Pierce 
MacCoy, administrative officer; Stuart W. Rockwell, Chief, Political 
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STATEMENT OF HON. JAMES CLEMENT DUNN, AMBASSADOR 
EXTRAORDINARY AND MINISTER PLENIPOTENTIARY, UNITED 
STATES EMBASSY, MADRID, SPAIN 


Ambassador Dunn. There is not much to be said about the political 
situation here that you do not know. You know all about the fact we 
have dictatorship here of the Franco government as a result of the 
civil war they had, and a terrific civil war, as a matter of fact. The 
Franco forces won, and before the war was over he was elected by his 
own generals and others with him as Chief of State, and he has been 
Chief of State ever since. 

General Franco is Chief of State and Commander in Chief of all the 
armed forces. He directs the country not by decree or by his own 
edicts, but he has a Council of Ministers, the Cabinet, that meets once 
a week, and the responsibilities are all divided up between members 
of the Cabinet and their departments, and any new decree or regula- 
tion that is issued is issued by the Minister of the department in which 
that falls. 
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Heal o has a parliament The parhament s called the Cortes. The 
parliament is appointed by the government and it is composed of 
representation from il] the various elements of the life of Spain 
the provinces, the trade unions the cities with populations over a 
certail size, and agriculture All the different elements are repre 
sented in the parliament. 
The Parliament has commissions or committees, and when a new 
I] is proposed by the Cabinet to the parliament it coes to the com- 
sion, where it is discussed, and anyone is allowed, theoretically, 
nd they do, Oring nm amel dments, which are discussed, and usually 
the bill is amended, at least in some r pect, bv the commissions. In 
at se. it goes back to the Cabinet. The Cabinet either accepts 
or rejects those amendments usually recep them—then sends the 
I] back to the Cortes for its approval in a plenary session. 
But of course there is no representative government as such. You 
misty have heard something about the elections here. There was an 


election yesterday which was ve ry interesting. 


ihere s only one ports il party allowe 1 in the umntry, anc that 
\ tis illed the Falange, and no other polit eal party is elected. 
Yesterday something rather curious happened, because ever since this 
regime Was ablished there has been no one making any etfort to 
present { wemselves before the Counery h ny Vi ay oth r than this 


} 


orou oO! _ itical party, which is not ealled a political party, but 
called National Movement 


However, sterday in Madrid two other groups besides the 
Falange oe presented themselves for election. One-third of the 
municipal council is elected in sections. This group represents the 
fathers of families, and it was very teresting because there was 

mount of feeling in the air of just a slight tinge of com 


petition up until the time the votes were counted, but when the votes 


vere counted they —— the Falange Party won by 80 percent and 
the others just * . also ra ? 
4 4 rl 4 14 ; } 
eae Was Interesting There \ is qu te a littl Interest taken, 
particularly | by a grou p of undidates who were obviously Monarchists. 
They did very well. The leading one got 50.000 votes, I think. 


Mr. Rockwexw. 50,000, 

(Ambassador Dunn. I think that was a pretty good showing for the 

t time there was any attempt at all by any group other than the 
Fal inge group to presen t themselves for election. 

We all know the kind of regime it, Is. It is not a represe! itative 
form of government, but the reason why this present form of vovern- 
ment and General Franco te ‘arrying on and being sup ported and 
maint: uning his hol | on the peop le here is bee ause, in the first pl: LCe, 
he has the support of the army, who are extremely toyal to him. 
He has the respect and admiration of the military forces. He also 
has the respect of the Cathohbe Church, which is very strong, because 
this country is practically 100 percent Catholic. 

The third element is this political group which is called the 
National Movement, which deliberately keeps whipping up a certain 
amount of patriotic sentiment. They have youth organizations and 
women’s organizations. Incident: uly, the women’s organization is 
very interesting because they have the women all organized, and every 
young cirl from about 17 to 18 or 19 has to serve at least 6 months 
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; 

' in some social ace oe military, but some social service—either 

helping in a hospital or producing something. They have a very 

fine school in which ce train the leaders of those girls. I have 

seen it in operation, and it certainly does not do them any harm. 
It does them, probably, a lot of wood. They learn a certain amount 
of disc ipline and order, and in this whole movement they are always 
inculeating the doctrine of patriotism. It is not a bad idea. They 
do not do any military work at all, neither the young girls nor young 
men. 

As I say, General Franco is supported by those 3 pillars of the 
national life, but 1 of the greatest elements is that he is the one 
who brought to a close this ghastly and frightful civil war; — while 
you cannot expect, when a country was divided one-half against the 
other. that ever ybody has sudde nly come to the point of lovi ing o General 
Franco, nevertheless, even though there are people who do not fully 
agree with his ideas and are not very keen about him and his govern- 
ment, the horror and terror of the return of that civil war is so great 
that there are very, very few people who would take any steps that 
might overthrow the Government and bring about a return of that 
strife. 

That is one of his greatest elements of support. People are almost 
afraid to organize for the purpose of upsetting him. 

Of course, communism 1s not permitted. They have a police force 
that watches that very closely. There are many tales about political 
prisons. I have no doubt that at the end of the civil war it is quite 
true that the prisons were full of political prisoners, but from the 
careful attention we have given to the situation, we have found there 
ure very few political prisoners now being held, and the only ones 
being held are the ones who would really be dangerous and cause 
real trouble, you might say almost of a criminal type. 

There is (ead element which was an element of the support given 
to General Franco, and that was that he kept the country neutral in 
the last war. ie to the destruction and loss of life and everything 
else as a result of the civil war, Spain was at a low state of affairs, 
but he did keep the country out of the last war, and of course any 
country in the world woul | like to keep out of a war, and the people 
are very grateful for that. 

That brings us up to the point of our negotiations here for bases. 

. When we started in to get these bases it was perfectly obvious what 
we wanted. We wanted to have facilities in this area between nort!] 
Africa and the rest of Europe where we have NATO organized and 
the Mediterranean. So we told them we would like to come in on a 
; bilateral basis and arrange to build these airbases and naval facilities. 
The Spaniards, when the subject was first broached to them, were 
well disposed. It was first brought up by Admiral Sherman with 
{ General Franco, and he said he would be glad to consider it. They 
} did consider it, and General Franco was in favor of it, but he had to 
decide whether he would have the support of the people in lining up 
this country in the next war. The signing of this agreement with us 
meant there would be no possibility of their being neutral in the next 
war; they would also be counted in the next war. It took them quite 
some time to make up their mind on that. That was the principal 

reason for the hesitane y. 
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There was a secondary reason, and that was that they feel, they 
know, that they are in the weakest economic and weakest military con- 
dition of any country in Europe. There is no question about that. 

Their economic situation was the result of the destruction and loss 


\f their reserves during the civil war, plus successive years of drought 
of almost 7 years. They were in pretty bad shape. And the Spaniards 
ire y proud. You have to recognize that pride is probably one of 
. . . > \ ° , . 
fhe most « utstanding chara teristics of the Spanish character, and 
( t did not want to be in a position of having us come in and 
y ° } F } 1 - os 
( vthing and they not being able to at least play their part in 
fend What was in their own ce trv. even though they could 
t } ! ? t¢ nthe whoie wenera } ity 
7 ; ] t ; } ] literv 
\ d want some C ) ¢ } ‘ ? nad mit wry 
‘hat was )] d out h our onl home pra i] 
xact] rat we ould \ It very | le com 
1 + } t ( hy ving te } a f many vears 
( ore I We oF on! We ret oO 
f +} } ld ly 7 i } if 
ONLY I | I i ¢ 
tl) ] oT ¢ y 5 iso tq t » 1 it 
iT 1 ( dd 
| ie eacdyv To 1 1 +] hrm? , 
( mall. but | lust wind 
\ . ; ) y a) ii the 
, } 
; ! { n ¢ rr) , 7 very 
' 1 ] ' ’ 
} » +t et } e } { ’ { ’ 
1 ; 
nerat os it , ey ere 
1 4 » < iter tent +] ’ { ry Tt | | \ 
; f es that are { ws tc and 
t ] ] ) oht to ex} { | } eontim ly 
i rly { litary field 
| ’ Id t e 1 1] } ? on 
] { n the. ] ) fo) | he lack of 
rein y | | a 1\ +} r xl r | n ho ~ millor 
t | C7 ot ora y | } ic ¢ ( x? trade 
RB n thonoh the itlav in for oO} c 7 1 dollars wac 
’ } ? T ‘ l ] Ve y en they } ( ] } | | V 
? y "WV } wi) ite } ve) nre i? + +] my) elves 
} as \\ have 1 Tel tation 7 ] I ma wement, 
} } ve t} l troct and ( figiey » | ted States 
h I do not believe thev have in any othe t countrv Their 
relationship is not verv good with other « ries because thev feel 
oi wii 9 5 ey ee 1d hatted a es. ot ™ ; 
ey ive peen explo TO« ind DA eq ATOUNS ry Ost C1 rve a ney 
fey ly e are not in here for any selfish reasons, but 4 r the hnilding up 
( the defense of the West and the stabli hme} 1 of pence, and DAT- 
ticularly for the defeat of communism, which is right up their street. 


If von have anv questions. we W ill try o answer the m. 

Mr. Brownson. Mr. Meader? 

Mr. Mraprer. None atthistime. 

Mr. Brownson. Mrs. St. George ? 

Mrs. Sr. Grorcr. There is one question that comes to my mind: 
What is the future? I can see this man controls everything now, but 


or 
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suppose in the normal course of events he should get out of the pic ture, 
be translated to another world or something, who would take over? 
Is there any continuity to this government ¢ 

Ambassador Dunn. W e have given a great deal of attention to 
that. General Franco is about 6 1 and is in very good health. I am 
not an actuarian, but if nothing happens to him I think he is good for 
10 years or more, because he t: akes ver y good care of himself. So that 
is that if nothing happens to him. If anything should happen to him, 
I am convinced that there is someone here in Spain in the higher levels 
of the Government who would be selected to carry on in his place. 
He has set up an arrangement already to name the successor, provided 
no king comes inin the meantime. And, by the way, this is a kingdom. 
The king is just temporarily absent. 

They have a system whereby a committee of 3 men—1 military man, 

1 representative of the church, and the president of this Parliament 
I speak of—would name a successor; and the successor would have to 
be approved by another group of 12 men constituting the Council of 
the Realm. 

So that they have the machinery for quickly putting someone else 
in his place, and I have no doubt everyone has probab ly given a lot 
of attention to that and have a man in mind, a man who would have 
the support of the church and the political forces of this political 
party. So we have to face the fact that we will have this sort of a 
regime here, a nonrepresentative regime but this type, which is fairly 
mild, for at least 10 years and possibly 25 before you would begin to 
have a return to a representative government. 

In this civil war over 1 million people were lost. What is needed in 
this country is order and tranquillity for a while. They cannot afford 
to have another mess like that. 

Mrs. Str. Grorce. Oh, no: it would be the end. 

\mbassador Dunn. So I think we can depend on the fact we will 
have this sort of regime for 10 to 20 years. 

Mrs. Sr. Grorce. I was interested in knowing if they had any 
machinery by which they could continue, because it seems to me that 
is one of the troubles with these dictatorships, you cannot tell when 
one man may get out of the picture. 

Ambassador Dunn. They have to watch that very carefully, be- 
cause if there is any interim this whole thing might flare up again. 

Mr: s, Sr. Grorce. The -y do get along well with our people who come 
here in connection with these bases? 

Ambassador Dunn. Yes. 

Mrs. St. Grorce. How many military people do we have here ¢ 

Ambassador Dunn. We have about 300 or 100, do we not, Mr. Mac- 
Coy, not counting the families? 

Mr. MacCoy. The toal military is 440, counting officers and enlisted 
men. 

Mrs. St. GrorGr. That does not count their families ? 

Mr. MacCoy. No. The total counting the families is about 1.048. 

Ambassador Dunn. We voted against Spain in the United Nations 
several times, which was the wrong thing to do. It set up Franco 
for the rest of his life. 

[ have been asked why they have confidence in us and not in the 
other countries, and I say it is because of Korea. These people know 
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that we did not go to Korea, that distance and for anything other than 
our stated purpose. They trust us more than any other nation in the 
world. Since Korea they have had complete and absolute faith that 
we will do what we say and mean what we Say, and in our relations 
with the people here now we all make a point that we must carry out 
this feeling of confidence. 

Mr. Brownson. Have there been any personal differences between 
any of our administrators and the Spanish Government ¢ 

Ambassador Dunn. In this period ¢ 

Mr. BROWNSON. Yes. 

Ambassador Dunn. No. It is just too 200d to be true. To me it is 
a new sensation, because I have been in other countries where there 
have been such arguments, but not here. 

Mr. Brownson. Any questions? Mr. Meader ? 

Mr. Meaper. I have a couple of questions of the Ambassador. 
First, what is the relationship between the Spanish Government and 
the economy ¢ I have in mind the National Institute of Industry 
known as INI. How much of a factor does the Government play in 
the economy by direct control ? 

Ambassador Dunn. You will get that from Mr. Williams. I euess 
it is about 50-50 between the INT and private industry, not counting 


the railroads, because the railroads are not under the national RFC 
But tak ne the industry by itself, it is about half and half. There isa 
fay eood conthiet FOING on between those two elements. As we 


understand, the private industry group in the Cabinet are favored for 
nn out. 

Mr. Brownson. Is there a marked shortage of capital / 

Ambassador Dunn. Yes. 

Mr. Brownson. Therefore this INI is ne essary ¢ 

\mbassador Dunn. Oh, ves. There is no reserve at all. 

Mir. Brownson. Do they have a large national debt here? 

Ambassador Dunn. No. They have very little debt. That is = 
1 vy they ive very, very careful about. ihey will not undert ake 
debts, national or foreign, unless they are absolutely certain they 

in finance them. 

Mr. Mraper. Aside from the national corporation. INI, are there 
very many economic controls ? 

Ambassador Dunn. Yes, every kind of control. You will find some 
hew ones you could not think up, even. They have every kind of 
control. It is more ¢ * less hecessary, he ‘ause othe rwise the money 
and raw materials cil run out at the on It is one of the worst 
features of the Spanish situation, but you just have to change your 
chair and put yourself in their place and ask how you will regulate 
those tea 

You cannot buy an automobile or a typewriter without a license. 
And with a license you have to get authorization to spend the foreign 
exchange, even if you have the foreign exchange. Everything is under 
ontrol. There are export controls, production controls, and every 
kind of control. Mr. Williams ean tell vou more about that. 

Mr. Brownson. The chairman would lke the record to show that 
the group has been joined by our colleague, Mr. Feighan. 

Mr. Mreaprr. My second question relates to the effect. of Reorganiza- 
tion Plans 7 and 8 upon the relationships among United States agencies 
operating In Spain. 
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Ambassador Dunn. I am afraid I am not familiar with that. 

Mr. Mraper. Reorganization Plan 7 created the Foreign Opera 
tions Administration, and Reorganization Plan 8 gave autonomy out- 
side the State Department to the United States Information Agency. 

Ambassador DuNN. There was no FOA when we made the agree 
ments last September. We had the great advantage of being able to 
set the whole thing up right out of the blue. There really is no 
separate FOA organization here. Tere in Madrid the FOA is in- 
tegrated with the economic section of the Embassy. Mr. Williams is 
director of that and economic director for the Kimbassy also. Some 
of the personnel are FO. appointees and some are Foreign Service, 
but we cannot tell which is which. 

The USIS was just the opposite. That was part of the Embassy 
before it was separated, but it has not made any difference to us at 
all because we have the Director of USIS in our Embassy staff meet 
ings. In addition to Embassy staff meetings, we have meetings with 
the Chief of USIS and USLA. So it does not make any difference. 
Whatever orders we get from Washington—I do not know if they 
would like to hear this at home—we do not care where they come 
from, we grind them in our organization. 

Mr. Brownson. Mr. Williams. 

Mr. Witntams. Is there any underground Communist movement 
in Spain of any size? 

Ambassador Dunn. I have no doubt that there is. We run across. 
even ourselves, little publications that are printed somewhere and 
sent tous. We do not know if they are printed in Spain or in France. 
There is certainly some activity. There is also a little publication 
that is published by the anarchists. 

Mr. Witiiams. That is illegal, too, I suppose. 

Ambassador Dunn. Oh, ves; but undoubtedly there is a lot of 
activ ity, and I am sure that the police catch people now and lh 

We just heard recently they had discovered where some of these 
pamphilets of the Communists I mentioned were printed. The fo 
nye shop Wis discovered by the police. 

There are 25,000 or 30,000 Sp: anish re fugees in the south of France 
from the side of the Spanish civil war that lost, and — are very 
active. There is another group of Spanish refugees in Mexico, and 
they are very active also. 

It isa police question, and it is not in any formidable proportions. 
It 1: supported by Soviet mone undoubtedly. 

Mr. WinuiaMs. Is this the group th: ut is the center of discontent with 
the present re vime, or is it the monarehists who are in op position ¢ 

Ambassador Dunn. The monarchists are not in opposition to the 
present regime. They are annoyed that Franco does not bring the 
king back or the institution of kingdom in some form. 

I think the opposition—if you call it opposition—is on the part 
of workmen, not so much in a political sense and not because of the 
ideological aspect but because they feel they are not getting enough 
pay. The wage scale is very low ‘and the standard of living is very 
low, and they do not get- much to eat. They are pretty poor, What 
you see around Madrid, the big automobiles, and so on, is not Spain 
at all. It is a very small percentage of the life of Spain. Most of 
the people do not get too much to eat here. If you knew the wages 
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of some of these tramcar operators, and workmen such as that, you 
would be astounded that they can eat and clothe their families, because 
the seal o low. So if there is any annoyance on their part with 
the regime, [ think it is not political 

Mr. Brownson. Mr. Ambassador, are there any problems you have 


here ! the administrat oO! of your oflice that wol ld he helped by 


leg “| on ¢ Have ve done anvthing which makes your operations 
diff t, or within the legislative framework hould c deration be 
ve { inv changes to facilitate your operations / 
Ambassador Dunn. I will leave thi that to Mr. Mae 
( ['nfortunate La e is the one who has to deal with 
ee. | i | to 1 But I do 
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an organization and play the game together, everybody will gain 
by that. er 
Mr. Brownson. Do you feel under the existing legal framework 
it is pretty fairly well stated that the Ambassador is the top figure 
abroad, and there is an obligation on the part of the other agencies 
to confer with him abroad ? ; 
Ambassador Dunn. | decidedly do not think that is clear, since 


vou have asked that question. I think the United States Govern- 


ment is the only government that I know of in its foreign relations 

hich has no centralized repre sentative abroad. The acricultural 
attaché has been taken out from under the State Department. I do 
not quarrel about that because I have had the same experience in Italy 
and in France. You have to apply whatever you get from Washing 
ton as policy the best way you can. The same is true of youl Ser 
ce attaches 

So. when vou ask me if it is clear the Ambassador has that author 
it 1s ne t and he does not have that authority. Many times if I 
had that author V I might do things F 


tanee, in Paris last vear or a year and a half ago when I was there, 


MT irse that eyone now. 


> y ] ; 
Mr. BROWNSON. We only have two there now, do we not é 


] } 1 ] 
Ambassador Dunn. I believe there is only one now. 
rs ‘ ‘ ’ 1 P 
Mrs. Sr. Grorce. No; there are two. 
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perso! ought to be centralized under a responsible executive officer 


Mrs. Sr. Grorar. Yes: I think that is one re 


vood 


ommendation that is 


Amb: idor Dr NN. As far as the merger is concerned, that is 
fine. I think eve rything ought to be merged and there ought to be 
one single line of representation in dealing with foreig? affairs. But 
you do not have to pass a law to that effect. That already existed. 


Mr. Brownson. Do you feel any progress is being made in building 
up a personne] system that will be adequate to take care of the respon 
sibilities? You were talking about our reputation for efficiency and 
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Management That Ss true in Dusiness, Dut personnel there is a 
tendency In government to lag behind industry. 
Ambassador Dunn. That is true, but even so I think we are bette 
n government than most bureaucracies are in Europe. 
Mr. Brownson. I think so. too. but I still do not think we do as 
vell as we could. 
Lre there any further questions’ 
Mr. Mraper. No further questions. 
Nha br WNSON, Mrs. st. George 4 
Mrs. Sr. Grorer. Ne 
Vir. Brownson. Mr. Williams? 


\Ir. \\ ILLIAMS. No q eSTIONS., 


Mr. Brownson. We certainly want to thank vou for the briefing, 


ad we thank you for the many courtesies vou hav shown us since 
ime here. The wil none ac With which you stafl spent then 
sun \ to make our V1 C] asant Ww as not unnoticed or unappreciated 
\) hassade r Dy NN. Wi are very olad to have vou here and to 
ive This opportunity of 1 Ing to you. Il t nk it is the greatest 
‘ yy rtu ty we have abroa i, to have you come here and set the situa 
hand. You can do mort 1h» minutes that way than through 

l ot memora da (I Orrespo de} F 
ereupol at li: lo a. n al ie genel political briefing was 
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(Administrative Briefing, Madrid, Spain) 


MONDAY, NOVEMBER 22, 1954 


Housk or RepresENTATIVES. 
INTERNATIONAL OPERATIONS SUBCOM MITTEI 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Madrid, Spain, 

Phe subcommittee met in the Ambassador's office in the Chancery, 
Castellana, 37, Madrid, Spain, at 11:30 a. m. for an administrative 
briefing, the Honorable Charles B. Brownson (chairman) presiding. 

Committee members present ; Representatives Charles B. Brownson 

chairman), George Meader, Katharine St. George, and Harrison A. 
Williams, Ja. 

(‘omimittee statl present: Maurice J. Mountain, statl director: Wal 
ton Woods and Arthur Perlman, statf investigators: and Wallace 
Parks, stat® member. 

Also present: EK. M. Rabenold, Jrv.. State Department escort officer. 
and Lt. Col. Gerald Jorgensen, Air Force escort officer. 

Kmbassy representatives present: The Honorable James Clement 
Dunn, Ambassador Extraordinary and Minister Plenipotentiary ; 
Hlomes M. Byington, Jr. counselor of Embassy; William Pierce 
MacCoy, administrative officer; Stuart W. Rockwell, Chief, Political 
Section: James L. Lee. budget and fiscal officer: and Ernest J. 
Warlow. 

Mr. Brownson. We can proceed now. 


STATEMENT OF WILLIAM PIERCE MacCOY, ADMINISTRATIVE 
OFFICER, UNITED STATES EMBASSY, MADRID, SPAIN 


Mr. MacCoy. I have placed in your hands the organizational chart 
is it has been last brought up to date. 

(The organizational chart above referred to, comprising 7 sheets, 
has been made a part of the subcommittee files. ) 

Mr. MacCoy. You will notice the combined FOA Economic Section 
is included as a part of the Embassy. There is also included a chart 
of USIS. 

Mr. Brownson. Is that combined FOA Economic Section a special 
deal worked out for Spain with special sanction of the Department 
despite Reorganization Plan 7? 

Mr. MacCoy. That is right. If I understand correctly from Wash- 
ington, this is the only place where it is a combined unit as such. It 
has worked extremely well here. 

17 
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You will notice on the chart for FOA that after the names of the 
individuals it is indicated whether they are paid by FOA or are Em- 
Dassy people. You will find a complete mixture, not only as to tech 
nicians, but clerical help. 

Mr. BROWNSON. | would like the record to show at this point that 
Mr. Feighan has retired from the meeting. 


Mr. M acC oy. We have also M AAG (m litarv assistance advisory 
group), JUSMG (Joint United States military group), and OP¢ 
We have no authority for those, but they are located in Spain. 

Mr. Brownson. Why do you have a MAAG and a JUSMG both 


the same country ¢ 


Mr. Bytneron. MAAG is the n litary group respe nsible for the aid 


we are giving to the Spanish armed forces, and JUSMG is in charge 


of the construction of the bases. 

Mr. Brownson. As far as I know, t] s the only country wher 
they have MAAG and JUSMG both. | most iy tsae es you have eithe) 
. MAAG ora JUSMG. 

Mr. Byineron. In this country we have both. 

Mr. MacCoy. We have also an oftice known as OPC (Ordnance 


Procurement Center). In most places t is called offshore procure 
ment. 

We also have a small office known as a Navy shipbuilding office 
which is actually not what it does. It revitalizes the Spanish ship 
building; that is, putting in the technical equipment in the Spanisl 
ships 

While this vou see in the chart is the m: ulministrative respons} 
bility of the Embassy, we also give assistance to other agencies except 


J SMG. MAAG we o ve partial as Istance to You will find echauf 
feurs c] irged to MAAG. We handle t part for MAAG, and that 
is all. 

We pay roll for the USIS. In other words, we handle the money 
for them and their administrative accounts. We handle all the sup 
plies and services for them and make arrangements for their spaces. 
The leases for the property and the spaces in which the units are housed 
ire in the name of the Kmbassy. 

In FOA they have a separate account for their programing money 
They handle that. All the money on the id nistrative end we 
handle. 

That is one of the explanations of why the administrative chart 
as large and, for my money, out of line with the rest of the charts for 
the Embassy, because we are carrying on these activities for the othe 


wencies, We do the employing, diseipli ng. and so forth. for USIS. 
MAAG, and are now handling the employment for the new Navy 
shipbuilding office. That causes us to include the maintenance and 


procurement people, the charwomen, the chauffeurs, and so forth, in 
our end of the chart, though they would not be needed just for the 
Embassy itself. 

The Ambassador mentioned the fact we had been seriously reduced. 
When the planning was done in Wash neton for the setting up of 
these various building programs in Spain, they apparently approved 
many positions that they thought they were going to need ahead 
of time and that we need very badly now, but because the program 
took longer to get into operation thev had these people on the rolls 
before they actually needed them. Now, unfortunately, when they 


Sen 
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faced this thing in the recent reduction in force, these people were 
cut out just when the program was getting into full swing. 

One example is in what we call accommodation exchange. That is 
to take care of people who need local currency, and we cash chee ks 
on United States banks. Because we handle it for all agencies, the 
military as well as our own, our exchange total for October was 12 
million pesetas. That means a stack of ¢ hecks this high [indicating | 
that has to be checked and recorded every month. We have been 
increasing that by 1 million pesetas a month. As more people come 
in, somebody has to go through that work. 

We have tried to hold this administrative organization down and 
keep it to limits, and have tried in every way to even reduce it if 
it were efficiently possible, but we are sadly coming to the conclu 
sion we are going to have to increase our personnel by adding local 
employees to hs indle the work. We have sufficient American staff to 
handle it, and we think by some shifts we can save some money in the 
American staff, but we will have to increase the local staff. 

In addition, we will have to have an increase for the operation 
of the buildings. When we take on the operation of a building we 
must have competent people to maintain the expensive equipment. 

Mr. Brownson. What do you mean by expensive equipment ? 

Mr. MacCoy. Air-conditioning equipment, generators, and so on. 
In one place where a proper local staff was not employed to look 
after that type of equi pment, due to the surges in power that we 
have here, the electrical equipment was burned out, with a loss of 
$125,000. It would have been cheaper to pay the salary of a local 
man to stand by and watch it. It is not a man who just stands by; he 
does other things also. 

Our administrative staff handles all the administration for USIS 
with this exception: They have to face the recent order that no 
official papers can be signed by anyone who is not an employee of 
USIS. That means that where we used to make out the travel orders 
in my office—when they are received they must be out within the 
working d: ay—we now have to make them out and tr: insport them 
three bloc ks to another building to get them signed. 

Mr. Brownson. Is that a USITA order? 

Mr. MacCoy. Yes. Because of the cooper: itive setup we have had 
here, the Chief PAO asked for an exception from Washington, but 
that was not granted. So he has had to take over that additional 
paperwork that my shop is able to handle, because we cannot have a 
messenger to take those papers back and forth. 

Mr. Brownson. I would like to get a copy of that order 

Mr. MacCoy. I will get a copy of the order together with the 
correspondence in connection with it. * 

Mr. Brownson. I will appreciate it very much. 

(The documents referred to, exhibits 5A, 5B, and 5C, follow :) 


Exnisir 5A 
Unclassified 
JuLy 7, 1954 
From: USIA Washington. 
Dispatch 110: 

USIA CA-S18 precludes delegation signing authority to non-USIS officials 
However, post administrative sections under administrative support arrange 
ments will supply all preparatory documentation for signature PAO or re- 
sponsible USIS official. 

STREIBERT. 
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Unclassitied 
JUNE 24, 1954 


tion as soon as possible 
er reverence 
support proced ires, documents 
l al USIS personnel, and 
of local USIS per 
by the administrative 
Travel orders issued 
> four regional 
All such actions, 
officers to whom 
actions are recorded 
ficer and directed to 
rned for execution of 


vy delegation of 
ssignuated subordinates 
edure would pose 

on and 

Its own 


11, August 1 


is been re | ssuied 3 With the rite ig ct 


rhe PAO hi ‘I! lieved of administrat I rdens by making 
the redelegation of authority to subor at m l ry officers. 
The trave | dical authorities, though not changed in substance, have 


arified in languag 
office orde f redelegation required 1 . ition No. 11A should be 


Inaintained as ¢ latte * record in the yx. and i be made a point 


SIS authorities that all form locuments recording 


to USIS . under Delegation of Authority 


USIS official properly designated. No signing 
ents may be exercised by non-USIS officials 
Leling 
nclosure: Delegation of Authority No. 11A 
Mr. M a( ‘OY. The program money ot PFOA does not flow through 
our hands except that we keep the bank balances on the program 
money, do we not 
Mr. Ler. No. 
Mr. MacCoy. We do not touch it at all? 
Mr. Ler. No. 
Mr. MacCoy. Administrationwise we handle everything else for 
them—accounts, pay rolls, supphes, equipment, and so forth. 
I might add that one of the things we have had to maintain is a 
split file section, which is uneconomical and does not make good sense 
except that the separate building of FOA is seven blocks away. 


, 
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1 2 





' |GENERAL SERVICES UNIT (cont) 


jAdm. Asst. Il 
+aancidy Manuel _ 
7Clerk I (Supply) 
| SANCHEZ-QUIHOGA, Francisco 
[Clerk I (supply) 
uy" 
\Clerk III (Procurement) 
TANG, Michael 
Messenger II 
JLOPEZ, Mariano 
, \Receptionist I (Chancery) 
ide OLIVA, Maria 


4 


jLIZARRAGA, Guillermo 
Receptionist I (Consulate) 


\COUREL, Juanita 
Clerk III (Reception) 
JGANDT AGA, Maria Esperanza 


, |Telephone Operator I (Babassy) 


SSALUSI, Milagros 


—MORETA, Carmen ___ 
13 ‘Telephone Operator II 
CENTENERA, Antonia 
“ saan, Operator II 


SERRANO, Carmen 

Telephone Operator II 
uy" 

Adm. Spec. Il 

ARTAIZ, Ignacio 

Dispatcher 

_PEREZ-SIERRA, Jose _ 


” 2 Chauffeur I - full time 


2 | 17 Chauffeur II - full time 


Mechanic I 
_PATINO, Antonio 
Mechanic II 
| LOPEZ, Santos _ 
Maintenance Man 


Maintenance Aide 
| VAZQUEZ, Miguel 
\Laborer II 

MANZANO, Gonzalo 





Receptionist I (Castellane 35) 


Telephone Operator Il (Bmbassy) 


REMARKS 


| BOD - 2/1/54 


| Resigned 6/30/54 


(OPC) 
| EOD - 4/28 


(FOa) 
+-BOD. = 1/5/54 

(MAaG) 
BOD = 4/23/54, 


| Terminated 4/24/54 


(MAAG) 


(1 — FOA) 


"@ = MAAG 
|= FOA; 1 - opc 
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40 
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297-21 
920.23 
L-5 
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IN-70 | 
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—T tert 
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CATE 





LINE ORGANIZATIONAL COMPONENT iiieceiaass pos bh < 5 ots f 
——e | SALARY ¢,2/8\f E\z 
| rm 2 6 Ei 
3 | (4 (5) i (6) | (7) | (8) Y (9 0) | 1 
: a ee 
GENERAL SERVICES (cont | 
Gardener | \t-38 | 
. | RUIZ, Julian Y _ 418. 60 7 1 
| Porter ae ae ri TL-8 eer nt 
: 4 SANCHEZ PRED Francisco bib i enact Miata aegellbad 
‘|2cmmemen- tarsi | | end | 
5 
* | COMMNICATIONS UNIT 3 ee he ae a 
" |Communications Supervisor S-10 MD-60 S-LO | 
|PIATEK, Bernard F. i - __}e 563 | 110 | 
, |Mail and Records Clerk S-12 MD-64 S-12 | | 
| BONHAM, Martha We ; (FOa) _ 6,591/ j0)] | | J 
, ‘Mail and Records Clerk S-1l2 Anthony N. Larish, assgn.  MD-65 S$-12 | 
aya M (FOA) _ c 3,531 [100 slinintonlh se 
‘i |Mail and Records Clerk S-12 | wp-92 S12; | | 
| KNICKERBOCKER, James. BOD - 2/14/54 _|__B,591. | 20! |__| 
, |Mail and Records Clerk S-1lz MD-63 S-12 | 
|FUGE, Helen he | 3,270) |20.| 
1» |Mail and Records Clerk $-12 | (Unclassified) - | S12) 
__|BOMD, awa Je | __3 aga | 
Meil Clerk (not classified) New position (MAAG) S-13 | 
nyu | authorized 5/18/54 8,150 we 
\Clerk S-12 Departed HL & trans.5/17 | MD-62 S-12 
MUELLER, Evelyn | Thomas F.Gray,Sel2,assgn_ 8,5314 30. 
Clerk S12 MD-91 S-12 | 20 
{MULL , Gerald C, 4_(FOA anne fe +e 4 
Clerk It $ ; r 
SASIAN, Vicente 980.23 | ok cain 
Clerk III (FOA) L-7 } 
PERALTA, Enrique | BOD - 4/19/54 |___B58da 60, | | 
" RICO, Jose = raasferred GensServ.ty/19/5h a | 
Messenger II L-7 
__DE SANTOS, Jose - 55Rla | 4 
Messenger II L-7 
Messenger II lH? | 
Manuel __ ______| (MaaG) EoD - 1/25/54 B58.14120, | j 4 
Messenger II L-7 
2 Rs 2 _| (OPC) _|__ 558.14) 100 ttt 
: ff | __ mom |_| __26704601930900|¢0 
2 | 


*% | 19 Marine Guard positions filled 





| 
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CATE | 3 | 8 
LINE | OROANTOSITION TITLE. REMARKS pos. | Sass. = . 
AND NAME amo 2 21815 )\,2/3 
sauary|} £ 2/8 !2/&/& 
| | : jj} fm ial 
» | 2 3 w | ® 6 | m|@ | @ | ao] a 
| ARG Program Personne), 4 SS | | 
, | Clerk I | | [w5) | | 
. | IGLESIAS (Scott) Jose .._.__| Resigning 7/21/54 he eh 
; | Clerk-Steno II L-5 | 
| GRIMALT, Adelaida ___| Bop = 1/3/54 cilia AR Mh Boe cnt Rinks 
, | Clerk-Typist II | Leb 
| BUSTAMANTE, Carmen apitaenlnides Micheee sible ogee OA elk eile 
: s | Clerk-Typist II L-6 Aa 
-~— LOEWLNSOHN, Margaret. —4- pic Soneeiencllinbalacenidhcchiieetilie that 
s | Clerk-Typist II | Leb 
auld Db AGUIRHE, Maria + EOD=1/4,/54 _ (anna siesiincii ibid nenedee cae 
Translator II | Led | 
+-PEREZ-DE-RUBIN, Carlos + BOD. 3/15. | ~ $308 | | 
* | PAN, Estanislao | BOD-1/21 - Terminated 2/2} 730.23| | 
’ | | | 
whens a | + eee een + 
1 } } 
" | OPC Program Persopnel | ral ee | 
» | CLerk-Typist I iL=5 ae 
| EGUARAS, Josefina + 20D = 3/29 | - 730s 23 ied 
1 | Tech. Spec. II 
_|MORETA, Gabriel M. | BOD - 4/19 oainal 1837. a} | ae BE 
1» | Clerk I L-5 
| GARCIA, Amos __| OD - 4/29 930423) +t 
« | Clerk-Stenographer IL L=-5 
| GOMEZ, Consuelo | EoD - 5/6 | 930.23) 
18 
1% 
| BARCELONA 
"| POLITICAL SECTION [ | } Paar 
« | Principal Officer 0-2 BC-1 | 0-2 
| WELLS, Milton K _ sia | BOD - 5/24 54 | 12.4850 | 80 | 
9 O-2 | 
. | BROWN, James E, Jr. _Departed 4/5/54 _ |____ 14,500 |50, |__| 20) 
» | secretary S-11 BC=2 S10 
KOCH, Nancy S. __Assgn. from Econ, Sec. 5/17/$4 45323 80 | _ 110 | 
te Departed 5/14/54 
| DUNN, Clara C. nila — 529 j20/_ | 150) | 
> PT | | 
— oe T SS + + | 
2 } } 
| ECONOMIC SECTION ti so ta incapable a ieiaek emi e kd 
« | Economic Officer 9-5 BC-16) 0-5 | 
| ZERBEL, Harry Re | Charge 4/5 - 5/24/54 | 6,113 | sj do} {1c 


Clerk-Stenographer S~12 EOD - 1/10 _ | BC=18/ S=10 
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. poor Assistant II 


{VIQUETRA, Enrigue _ 
|Economic Asst. S-9 
|LANCINA, Ernest M._ 


_Robert*E., 
aoa Clerk Sll 


+ (a. Everett 


4 


SEC vote’ - ——— 
» Consular Officer S-7 
iRIVERA, Regulo _ 
xe |Consular Spec. II 
+BAS, Juan Bich cape saad 
» |Consular Asst. I 


__|BOSCH, Jose __ 
12 Clerk-Typist II 


1 |Clerk II 


ADMINISTRATIVE SECTION  _ 
Administrative Officer S-9 
|FERRIS, Robert EK. 
Administrative Spec. II 
LULING, Joseph B. _ 
, Administrative Spec. II 
VARELA, Angel M. oe 

Trans.-Interpreter I 

a Lonel 


Clerk II 


\MORATO, Jaime 
Chauffeur II 








"| BOLBAO 


“ |POLITICAL SECTION 
Principal Officer 0-3 
REWINKEL, Milton C. 


\ROMERO, Alfonso — ial ie 


—_FONOLL, Emilio es hile 





| cameo 3 
REMARKS OS (Gas. ' 9:8) 1, - 
9 | AND < Siti |£1e 
+ — + TL 7 +--—-+4--- + t-- + 
4 " Ub7heh2 [20 | 10 
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off fons | 20 é 
EOD - tance Nh cal 
ee 
| Departed HL & Trans.6/27| __—(5,61 aio; | | | 
BO-4 | S-13 | 
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i | | nit | | 
7 BC=6 tsa Ph | 77 
| phe sitienictnivsacdeng nM, ok acsk eel 
| |\le2 | | r | 
1837. }__| | 
| L=3 ! } 
sale | __ 167g Scien Siadl 
| eer 
| . 90.74 = + 
4 | ThbelG (10 | | 
Sasa aad 
7. 4: r = 10 Tae te 
4,683 \L0 
Beye i 
| 2116.28 10 | 
L-2 | 
= 4 2L10.28 } | | 
Law + T _ 
Tacit caainadial 2116.28 | | | 20 . 
L-6 
-67| (10 
: fie 30} J 
4 883.72; _10 eas 
A ey _ TOTAL s (340 90 | 30) 120) 
~+- — ne et tre a > 
| | 
= rs 
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CATE &.US 

ORGANIZATIONAL COMPONENT pos, | GORE. | 2 ' z 
LIne POSITION TITLE REMARKS me ae ls Ble! G re 
we AND NAME law ' 8 B218!idiz2\§ 
} SALARY! & < e « =z | w 
| Pp P2 j 3] €2 
1 2 (3 4 (5) 6) 7 (8) (9 (10) 1) 


me ee 


i POLITICAL SECTION (cont) | | be ol 


, | Clerk-Steno S-l2 
| POOLEY, Charles T, tiie ciithiease B65 | 1 10) 1 0) 
% 
* | ADMINISTRATIVE SECTION | | ae: t 
Administrative Asst. II L-4 


* | GARABLETA, Ramon ; | 
Clerk-Typist II 
_| BEASCOECHEA, Maria Luz 


7 


| Messenger I 


697.67| anne 
 LH6 | 





| MIGUELEZ, Braulio Pde | 
, | Chauffeur II L-~6 

, SAN JOSE, Florencio 790.704 1 
2 
" | ECONOMIC SECTION 
,, | Scomomic Reporting Officer On, | 

| FROMER, Julian Pe | 75563) 20 10 10 
1» | Heomomic Spec. II 2 
__tSOLLA, Ramon 1906.98| 1.120 
3 
"| VISA & CITIZENSHIP SECTION | 
, | onief, Visa & Citizenship Section | | 0-5 | 

| SIMPSON, Robert | | 15,713 | 20) 
a Consular Asst. I L-3 

| ZULUAGA, Angel | 1488.37 
» | Clerk-Typist I L-5 

| OLARTECOECHEA, Juan A. : | pees 
, | Clerk-Typist I L-5 

__MONTORIO, Gerardo Ae | \ 930.23 
se \ TOTAL _| | 90! 1g j20 
20 

4 b ait 

*™ | SEVILLE 
* OFFICE OF BRINCIPAL OFFICER 

| Principal Officer 0-4; 15-1 | 0-3 | | 
™ | WILSON, Robert E. 10,030) | 20 

| Consular Officer 0-5; 5-3 Wransferred from Panama SV-7 | O-h | | | | 
* | VALLIERE, Raymond A. EOD = 4/29/54 7,263 |60 

1 . ena e f(T dg 

CHYLINSKY, Thaddeus H. Retired 1/31/54 5,853 80 10 
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— DRGANIZATIONAL COMPONENT POS GORY z g 
N POSITION TITLE REMARKS NO CLASS < s és i 
AND NAME ANC =< @i|u zi3 
| SALARY > < x a a rf 
Pr °2 € €2 
1 < 3 a» | (‘5 6 7 8 9 10) «Mm 
en — 
» | Secretary S-le SV-2 | S-10 
| DOPICO, Aurora A. 1 $,043 LO 
Economic Specialist L- | 
| MORALES, Luis J. | | 2402.38 
Consular Specialist L-2 
"| GAMARRA, Luis | 1,883.72 __ 20, 1 
, | Hconomic Specialist L-2 
| MARQUEZ, Luis 1,883.72 
, | CONSULAR Specialist L=2 
| | ROMERO, Jose 1,674.42 
, | Administrative Assistant L=/ 
| LORENZO, Antonio | | 1,302.33 10) 
, Clerk L-6 
MORAGON, Manuel | 662.79 
, Maintenance Man L-6 
MAYOR, Agustin 93164) _ | 20 
Chauffeur-Mechanic L-6 
| DOMINGUEZ, Manuel 1847.67 _ | 20 
» | Messenger-Watchman L-7 
| CHAPARRO, Vicente 763.95 
; Messenger-Watchman L-7 
| MENDOZA, Jose } | | 763.9 
, | Charwoman Ls | 
| PEREZ, Carmen | 4 {514.2} | 20 | 
4 TOTAL _ | {140,109 | 30 | 
A] 
| + 
VALENCIA 
OFFICE OF PRINCIPAL OFFICER | 
|, Principal Officer 0-4; S VA-1 | 0-3 | 1 
PASQUET, Maurice } 19,330 } | 30 | 
»» |Administrative Asst. S-10 VA-5 | S-le | 
SVOBODNY, Virgil J. | | 13,531| |10/  |10) 
. 
» General Spec. II L-2 
i DIES, Francisco _ 1883.72 
j,, Consular Spec. II L-2 
PLANELLES, Vicente | ___| 4604.63 
, consular Asst. I 1-3 | 
MUNOZ, Jose 1348.83 
_ | Chauffeur 4 TT 
_____ NOVELLA, Jose 767 44 
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4 a 
| Charwoman 
| NADAL, Maria 


4 c 
, | Principal Officer 0-4; 5-6 
| LITSEY, Weldon 


| SIMPSON, Robert 
ELSBERND, Lawrence Bs 
| THOMPSON, Herbert B. 


Clerk-Stenographer 
| JESSE, Elmer A. 


S-12 


ALVAREZ, Mario 

Spec. II 
,VILLAVICENCIO, Emilio 
Receptionist 
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CATE o0°lUS 
REMARKS no | Som aio | - 
| AND Y x w 5 z = 
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I would like to give you some idea what we are faced with. One 
thing is the load of reports that are required. It is necessary to make 
reports. It is necessary to have reports current. It is necessary to 
have accounting of Government money. But I think we have over- 
loaded the necessity in the field. This is an appeal for assistance to 
simplify our system of accounting. 

This is a copy of the check list I have to maintain to be sure the 
reports are out on time. That is the load for the year. They are 
repetitious, and in many cases the reports overlap each other. 

Mr. Brownson. These are only administrative reports? 

Mr. MacCoy. That is right. 

Mr. Brownson. You have some other reports, political and other- 
wise, In addition to those ¢ 

Mr. MacCoy. Yes. 

Mr. Meaper. Might I ask a question at this point ? 

Mr. Brownson. Mr. Meader. 

Mr. Mraprer. Mr. MacCoy, do you have a 6-month report on what 
each person in the Embassy is doing and what percentage of his time 
he spends on one function and another ? 

Mr. MacCoy. Yes; the breakdown by functions 

Mr. Meaper. What is that called? Can you point it out on this 
list ? 

Mr. MacCoy. ‘That report is the one we make up on personnel. 

Mr. Meaper. In Korea we had been given figures by the State De- 
partment of the time the personnel spent on different functions, and 
when we asked about it there we were told they did not know where 
those figures came from. It seemed to be a fictional report. 

Mr. MacCoy. It is a fictional report, and is a waste of time. 

Mr. Mraper. When I got back to Washington from Korea I tried 
to take this up with people from the Department of State. They sent 
me some memoranda which, among other things, said they thought it 
helped the morale of these people to know how much time they were 
spending on different functions. I thought there was to be some 
effort to abolish those reports. 

Mr. Brownson. Is that under the functional analysis report, about 
the sixth report in December ? 

Mr. MacCoy. Yes. 

Mr. Meaver. Would it be possible to have your most recent report ? 

Mr. MacCoy. Yes. 

(The functional analysis report requested above, exhibit 6, is 
herewith inserted. ) 

Mr. MacCoy. I have brought with me Mr. Lee, my budget officer, 
who can answer any questions on budget and fiscal operations. You 
will notice most of the reports on the list of administrative reports are 
budget and fiscal reports. 

Mr. Brownson. In the short time available to us I doubt if we will 
even get. the list read while we are in Madrid. Without objection it 
will be made a part of the record at this point. 

(The schedule of administrative reports above referred to, exhibit 


7. follows:) 
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ECEMBER 


Mr. Brownson. I wonder if, in addition to the list of administra 
tive reports, the political and economic people have available a list of 
the political and economic reports which they submit. I would ap 


preciate very mu h having that. if it does not involve a lot of problems 


getting it together. 
Mr. MacCoy. We will get that. 
The material furnished is as follows—exhibits 8 9, 10, and 11:) 


In 
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Mr. Brownson. I wonder if, in addition to the list of administra- 
tive reports, the political and economic people have available a list of 
the political and economic reports which they submit. I would ap 
preciate very much having that if it does not involve a lot of problems 
in getting it together. 

Mr. MacCoy. We will get that. 

(The material furnished is as follows—exhibits 8, 9, 10, and 11:) 
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EXHIBIT 8 


I 


American Embassy, Madrid, Spain, November 22, 195 
I / 


The following is the current list of required reports from the consular section : 
Daily : Due date 
1. Report of visas issued to foreign govern- Daily as required. 
ment officials 
Weekly : 
2. Sanitary report (Form PHS-878). 
Monthly : 
3. Report of passports issued (Form No. 
121). 
4. Report of passports renewed (Form No. 
21a). 
». Report of visas issued (Form 258). 
Quarterly: 
6. Operations report Jan. 1, Apr. 1, July 1, Oct. J 
7. Registered demand report (OMV) To reach Department Feb. 1 
May 1, Aug. 1, Nov. 1 
8. Report on assistance rendered Americans Mar. 31, June 30, Sept. 30, 
in connection with repatriation during Dec, 31. 
current year. CA Aug. 25, 1952 (OM). 


9 Report of American citizens abroad Jan. 1 
dispatch ) 


10. Annual investigation of veteran benefi Do 
ciaries FSR IX—9 (dispatch). 
11. List of attorneys (dispatch) Do. 


12. Report on local laws and regulations May 1. 
relating to shipment of remains (OM). 
18. Report of blank passports (dispatch) July 1 
14. Annual investigation of social security Oct, 31. 
i SR TX-11 (OM). 


beneficiaries 








EXHIBIT 9 


SPAIN : COMPREHENSIVE ECONOMIC REPORTING PROGRAM, APRIL 13, 1954 
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Sec. B. Requirements for repetitive statistical data—Continued 

















Subject Date due Frequency 
AGRI I 
( ) } n } t tabular out r ] Ty 4 
ttached form Sept. 25. Oct. 2 
Cottor Quarterly 
1) ( l tio fc rad re Mi 0), June 20, Dec 1) 
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Sec. B.— Requirements for re petitive statistical data—Continued 
Subject Date due Frequency 


FORESTRY AND FOREST PRODUCTS 


Cork and major products Apr. 1 Annually 
Production (raw cork by grades), ex 
ports 
46. Naval stores Feb. 28, Aug. 31 Semiannually t 


Production, consumption, exports, cur- 
rent prices 
Woodpulp survey Prepare on receipt Annually 


8. Newsprint survey do lo 


MANUFACTURING 























1) Production, foreign trade by major do 
g classes (pig iron; ferro-alloys: crude 
3 steel, i. e., ingots and steel for cast 
4 ing; finished steel mill products 
a 4h) Consumption of steel by major indus- As availabk 
trie 
+ 4( Electrie Dower 
‘ 1) Production, hydro and thermal ( Annually 4 
‘ h) Consumption by categories As available ) 
41. Textiles Annually 4 
; Production and foreign trade of woven 
& piece goods, by kind and major type 
8 42. Chemical fertilizers Oct. 15 do 4 
2 Production by kinds (indicating plant 
; nutrient content forelgn trade stocks 
j July—June fiscal year 
* 43, Industrial machinery and equipment June | Annually, as 
Production of significant items available for 
‘i individual 5 
items 
44, Farm machinery July 15 Annually 
: Production and port tract and 
other wr items 
i nsportation equipment lo lo 
Productior bv iten Automohil 
trucks, tractors, railway rolling stock 
16. Chemical Annually a 
duction of important item ivailabl for 
individual 
% items 
4 { \ ther nificant nmodities and manu lo 
5 ctu 
5 Production 
i 
§ )RTATION 
Ke 4k. M nants ing , 
7 l otal net registered tonnage of vessels Annually 
flag, entering and clearing major 
ports 
h) Export and import tonnages loaded | Oct. 1 lo 
ind unloaded at major ports 
Basic wage scales of seafaring worker As available 
. . (to be met by submission of copies 
of collective bargaining agreements 
[ vailable Should include 
information regardit pr ite 
gotiated wags reement T 
ps which compete with ti 
States vessel 
; 7 (d) Subsistence costs, incl ive d 
meal-day feeding « fi 
ind crews of merchant st m 
ing with United States lines 
49. All 
(a) Number of aircraft, by type, operated June 1 (a Department Annuall 
by national air carrier nstructions Nov. 5, 1954 
h) Traffic statisti 1 
Annual financial reports of national air As availa 


carrier(s 


50. Land Annua 


car 
4) Rail traffic statisti 
Motor vehicle registration 


See footnote at end of table, p. 64 
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Sec. B Requirements f petitive statistical data Continued 
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SECTION LD. A Le rt list lopic N of parti ular in porta? ( for reporting as 


significa t developments occu 


(Notre.—The mission, within the limits of its capacity s responsible, of course, 
for reporting all significant economic development The following list has 
been prepared to point up topics in which Washington is particularly interested 
at this time.) 


NERAI 


1. Particularly significant development with respect to subjects listed 
sections A, B, and ¢ f this CERP 


2. Economic relations with the Soviet bloc (See ERC 34.) 

3. Ex om ffe f United States-aid programs; popular re tions d 
their significance ; other developmer of significance to economic aid 

$. General econ policies | ires re ng t income d bution 
the administrative abilit of tl Gor nment t en out econ 
and to productivity and efficiency generally and in particular indust 5s, espe 
cially export industries 

5. Data and formation useful in estimating national income and product 

6. Relations with United Nations specialized agencies, has FAO, UNESCO 
ICAO, WHO, EPU, ITU, and with ot) atior 


er internutional economic organizat 

toward and developments with respect 
to other existing international organizations directly or indirectly affect Sain 
uch as Coal and Steel Community, OEFEC (including EPU), GATT, IBRID 
IMI’; and with respect to proposed organizations, such as European Agricultural 


of which Spain is a member; attitudes 


Pool, Antipicated Spanish position on major economic problems to be discussed 
in bodies in which Spain is represented. 

7. Basic information and statistics with appropriate analysis showing the 
allocating of income among various commodities and services by representative 
family units of major population groups; significant changes in such data as 
they occur 

S. Transmit, with supplementary evaluation where necessary, periodic and 


special reports prepared by the Spanish Government agencies or private organi 


zations which deal with various segments or special aspects of the Spanish 
metropolitan and overseas territorial economies. 
9. Legislative, executive, or administrative actions: control: regulations: 


decrees affecting the various segments of the economy. 


FINANCE 


10. Changes in the balance of payments situation and problems res in 
policies and methods of balancing current account; effects 

11. Major factors affecting changes in value of the peseta; significant modi 
fications in exchange rates in terms of major currencies; changes in commodity 
exchange group Classifications: appropriateness of exchange rate struct ; 
changes in exchange regulations (including remittances of profits) 

12. Changes in fiscal and monetary operations or policies 

13. Changes in governmental, private, and popular attitudes, plans and/or 
practices toward existing or prospective United States and other foreign invest 
ments in Spain and in its dependent overseas territories; specific opportunities 
for investment; other factors affecting foreign interests. 

14. Activities of visiting missions for financial assistance and economic devel 
opments, e. g., Export-Import Bank, FAO, FOA, and international org i 
Government and private attitudes toward the international operations of such 
organizations. 


nizations 


TRADE AND COMMERCE 


15. Changes in tariff, quantitative restrictions on trade, fees, charges, regu 
lations and customs practices affecting trade in visibles and invisibles; Gov 
ernment efforts to influence export prices ; Government efforts to increase exports 
to the United States: changes in attitude toward bilateralism versus multi 
lateralism. 

16. Negotiations of, accessions to, and attitudes toward economic or commer 
cial treaties, agreements or arrangements; clearing and payments details and 
composition of trade. 
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17. Significant developments under bilateral trade and payments arrange- 
ments 

18. Cartel formations and restrictive business practices, including price fix- 
ing, division of markets and fields of production, production limitations, and ob- 
struction of technological developments. 

19. Changes in policies, in measures and their application, and in conditions 
affecting United States tourist trade; progress and plans for improvement of 
tourist facilities. 

20. Fairs and exhibitions: announcement of, buying interest at exhibits. 

21. Factors and events influencing the importation, distribution and exhibi- 
tion of United States films, including censorship regulations, taxes, subsidization 
of national industry, and regulations regarding remittances of film earnings. 


AGRICULTURE AND FISHING 


o» 


22. Agrarian reforms; new data, as they can be obtained, on the agrarian struc- 
ture. 

23. Changes in the market situation affecting the sale to Spain of United States 
surplus agricultural commodities 

24. Significant changes in size of fishing fleet, fishing methods, processing, 

25. Outbreaks of insect infestation and new livestock diseases. 

26. International fisheries problems. 


MINERALS AND MANUFACTURING 


7 


27. Petroleum refinery processing agreements and contracts for crude oil sup- 
plies between Compania Espanoln de Petroleos and major oil companies; 
changes in bunkering policy; problems faced by the bunkering industry in obtain- 
ing sufficient supplies and efforts to solve these problems; improvement in bun- 
kering facilities. 

28. Electric power programs and plans; notable changes in installed capacity 
and consumption: contribution of new capacity to individual segments of the 
economy and to the economy as a whole. 

29. Results of National Statistical Institute questionnaire regarding textile 
industry facilities and operations. 

30. Scientific and industrial research activities and technological progress; 
problems and achievements. 

31. Significant new industrial installations; expansion of existing plants. 


TRANSPORTATION AND COMMUNICATIONS 

32. Merchant shipping policies and programs; discrimination against United 
States shipping. 

33. Operating costs and practices of Spanish lines competing with United 
States vessels; purchase and storing practices; distribution of stores and sup- 
plies ; manning tables. 

34. Significant aviation developments ; negotiations of bilateral air agreements; 
trends in Government policy. 

35. Transportation (rail, highway, and port) developments and problems: im- 
provement in equipment and facilities, and evaluation of their contribution to 
industries and areas alfected and to the economy as a whole. 

36. Changes in telecommunications policies and in major facilities and opera- 
tions. 


OVERSEAS TERRITORIES 


Q- 
od 


Government policies, legislation, regulations, and other actions relating 
to the colonies; other developments in Spain affecting activities in and economic 
developments of overseas territories 

38. Readily available data regarding economic activities and conditions in the 
overseas territories. 


i al 
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Crop conditions form, Spain 


(To be used as a guide for scheduled monthly report, June through October, 
inclusive. Report due on the 25th of the month, but send earlier if possible. 
Minor crops may be omitted except in October report) 


Conditions or indicated Indicated produc 
yield per acre tion (metric tons 





| 
| 
| Area for harvest 
| 


Crop a — — 


Preced Current | Preced- | Current | , nit Preced- | Current 
ing year year ing year year | ing year year 


Grains 
W heat 
Rye 
Oats 
Barley 
Mixed grains 
Corn 
Rice 
Fibers 
Cotton 
Hemp 
Flax 
Esparto 
Pulses 
Dry beans 
Dry peas 
Root crops 
Potatoes 
Sugar beets 
Fruit and nuts 
Apples 
Pears | 
Peaches 
A pricots 
Figs 
Grapes 
Olives 
Oranges 
Tangerines 
Lemons 
Almonds 
Filberts 
Other crops 
Tobacco 
Hops 
Hay 
Pastures 


Source:](If Embassy estimates differ from official data, footnote and explain 


EXHIBIT 10 
BUREAU OF FOREIGN COMMERCE, DEPARTMENT OF COMMERCE 


To: The American Embassy, Madrid, Spain. 
Subject ; Economic Reporting under the CERP. 

The Commercial Intelligence Division has for many years reflected the view- 
point of United States foreign traders that a listing of foreign contacts is a 
most perishable commodity and to be useful must be current. Accordingly, it 
has been the policy to consider such trade lists valid for approximately 2 years, 
after which time they were subject to revision. 

While this policy is highly desirable, the Bureau of Foreign Commerce, recog- 
nizing the effects of staff limitations in the face of increased workloads, has 
undertaken an exhaustive review of these procedures with a view toward easing 
the workload pressures in our area of effort in the Foreign Service. 

As a result, it has been decided to include minimum specific trade list require- 
ments for a given period in the post’s CERP. While trade lists have not previ- 
ously been listed in the CERP, they are, nevertheless, as much a part of the 
Embassy’s reporting responsibilities as are other types of reports listed therein. 
Trade lists are specifically given as examples of items for which the Foreign 
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Service is held responsible on a spot-request basis though not shown in the CERP. 
It is believed, therefore, that the sched vy of trade lists under the CERP will 
inimize the extent to which posts have been faced in the past with an unpre 
aict we ad occasioned DY spot requests 
Unde } reporting prog trade lists will be divided into the following 
hree « sifica 0 a rhose ept irrent on a 2-year basis; (0b) those 
i eC] l ent ! a Hic ild be serviced 
in the Bureau of Foreign Commerce on the basis of source data bimitted by the 
Foreign Service 
These classificatio which represent the inimal needs of the United States 
trading connmnunity, have been established on the basis of a combination of the 
I ractol 
Persistence of demand on the part of the United States trading com 
D l 
9 \ ime of trade in ecified commodities and/or the importance of the 
I he econ f th l \ 
;) Presumed relative rate of business growth or mortality (i. e., mann 
facturing enterprises are u 1 e static fixtures in a community than 
rr ding f tS) 5 
(4) The potential development 1 rapid expansion of new industries 
occasioned by developments fields of science and technology ; 
>) Demonstrated availability and relative usefulness, in comparison with 
‘ ts, of directorie nd « er source materials 
These trade-list classifications, dire: correlated to the above factors, are fox 
Spain as follows 
Group A: Those lists for which the demand from United States firms is the 
heavic and which cover com dities considered most important to trade 
betwe Spain and the United States This group is comprised primarily of 
ists « 1 he status of these firms is more susceptible 
o change o1 ns in the industrial field 
G B Wie industrial and manufacturing firms o1 
producers of ed 1 t important to the economy of Spail 
and interna nal trade, but w h are believed to remain current for a greater 
length of time. This group also inclue ts of importers and dealers for which 
rom United States firms is nsistent but which cover commodities 
considered to be less important to trade between the United States and Spain. 
Group ¢ Chose lists vering industries and institutions for which there is 
mi imited demand from United States firms. So that requests for informa 
tion concerning this area of activity might be serviced in the BFC, the Embassy 


could, in lieu of lists, submit source data such as locally published directories, 
lustry registers or membership lists, trade association lists, or the names of 
Governme! trade-promotion agencies, chambers of commerce, export-import 
groups, or industry representatives to whom United States business inquiries for 
the names of foreign trade contacts might be directed with reasonable assurance 
of satisfactory service. Every effort should be made, however, to determine that 
these sources are agreeable to and capable of meeting the needs of the trade 
Depending upon the demand for and the utility of information on lists in 
group C, it is planned to review these specialized sources every third year; 
however, new editions of major directories should be forwarded to the Depart- 
ment as they are published, making reference to the appropriate list or lists 
When data are not available, or the relative usefulness of such data is found 
to be inadequate, adjustments will be made in group B reporting requirements 
Preliminary planning under the program indicates that the preparation of 
approximately 10 lists per year should enable this office to provide a_ basic 
minimum to meet the needs of United States business under existing conditions 
lhe Embassy may anticipate this as the minimal norm for trade-list reporting 
on a continuing basis 
A review of the trade-list work performed by the Embassy at Madrid indicates 
at 17 lists were prepared in 1953, and 6 lists have been submitted thus far in 
\t the present time four requests for the preparation of trade lists cover 
ig standard commodity classifications are outstanding. Enclosure (1) to this 
etter outlines the proposed group classifications for individual trade-list report 
This proposed schedule is based on information available to the BFC 
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vis-a-vis the demand from United States businessmen, and expo mip. 


statistics of commodities moving in trade between this country and Spain 
The Embassy will note that under the proposed schedule one of the requests 
currently outstanding has been placed in group C Source data as outlined above 
may be submitted in lieu of this list, unless, of course, the preparation of the 
list has progressed to a point which would make it impracticable to suspend 
its completion. Two lists have been scheduled for revision before the end of 
1954. Instructions for the preparation of these lists a 
All other lists in groups A and B should be prepared and submitted in accord 


ance with the attention schedule of suggested revision dates unless the Embassy 


re also enclosed 


suaicibedt dune obdneiian 26 thin ntheluia, 

Instructions for the preparation of individual lists which have been sched 
uled for revision from 1955 through 1959, or the submission of source data for 
those in group C, will be forwarded to the Embassy several weeks in advance 
of the due dates indicated on the enclosure. 

Both the preliminary planning of this program and the scheduling of trade 
ists under the program are the result of coordinated efforts between personnel 
of the Commercial Intelligence Division and other divisions of the Department 
of Commerce It is recognized, however, that the Embassy may wish to suggest 
certain modifications to the proposed schedule, both in regard to the grouping 
of the lists, and with respect to the priority in which they should be submitted, 
i. e., the Embassy may feel that insufficient emphasis has been placed on certain 
industries which offer a greater possibility for development in the future, while 
conversely, too much emphasis has been placed on industry, or commodity lists 
of importers and dealers which have attained a status quo, or because of local 
government planning will assume less importance in future trade between this 
country and Spain. The Embassy’s comments and recommendations with respect 
to the applicabili ain lists for Spain will be appreciated Where it is 
proposed that certain listings be discontinued as serving no useful purpose a 





OL cer 





brief explanation of the factors responsible is desired 
In an effort to balance workload with heavy personnel cuts throughout the 
Foreign Service, this program is being readied on a worldwide basis. To meet 
the deadline for completion of the program, the Embassy should submit any 
proposed changes within 60 days. This program is effective upon receipt of this 
leter, therefore, if no changes have been submitted within that time, the reporting 
schedule as outlined herein will appear in the next edition of the CERP. 
K. F. BECKER, 
Director, Commercial Intelligence Division. 





Forwarded: 
H. P. Van BLarcom, 
issistant Director for Foreign Operations 
SEPTEMBER 16, 1954 


Enclosures 





SPAIN 
Group A 
LISTS TO BE REVISED EVERY 2 YEARS ui anentad 
Chemicals—Importers and dealers (completed and submitted revision date 
Sept. 15, 1954) a aes nominees CON cae mee 
Machinery fmporters and distributors Dec. 20, 1954 
Radio and TV equipment and components—Importers and deal 
ers Jan. 20, 1955 
Curios novelties, and handicraft—Manufacturers and ex 
rters Feb 20, 1955 
Automotive vehicles and equipment Importers and dealers Aug. 10,1955 
Klectrical supplies and equipment—Importers and deale1 Sept. 20,1955 
Iron, steel, and building materials—Importers and dealers Oct 30. 1955 
Medicinal and toilet preparations-—Importers and dealers Jar 20, 1956 
Provisions—Importers and dealers Feb. 20. 1956 
\ireraft and aeronautical equipment Importers and dealers July 10, 1956 
The DM65 million of counterpart funds will be ncreased vy funds fron 


inking sources in a ratio of 1 1 
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Group B 


LISTS TO BE REVISED EVERY 5 YEARS 

Oils (a a fish and vegetable)——-Importers, dealers, pro 

ducer refiners and exporter Mar 
Aleoholic beverages—Manufacture May 
Bool avazines, and periodicals—Importers and dealers June 
Fertilizer Manufacturers and exporters = Nov. 
Bags d baggin Importe dealers, and exporters Dec 
1 Supply Houses Mar 
Office pplies and equipment—I! orters and dealers May 
Paints, var he and pigment Importers, dealers, anc an 

rers Aug 

G sa Importers and dealers Sept 
\ir-t ad ) g and refrigeratio equipment Importers and 

dealers (et. 
Fruits at nut Importers, dealet ind exporters Mar 
Drv goods and clothing—Importe1 ii dealers May 
Hide d si Importers, dealers, and exporters May 
cx coke, and fuel—Importers and dealers Nov 
P t ate! s manufacturers and molders of plastic products Dec 
Paper and stationery—Importers and dealers -. Mar 
Seer ind ilbs—Importers, dealers, and exporters May 
Foodstufis-—-Importers, dealers, inanufacturers, and exporters Aug 
Hardware—Importers and dealers Sept 
Cooperage crates, and sho s I porters, dealers, and ex 

porters Oct. 
Instruments, professional and scientific—Importers and dealers Mar 
Meat packing, sausage, and casings ee ; , May 
Confectioners Importers, dealers, inufacturers June 
Metalworking plants and shops pie. EON 
Textile industry - Dee 


Group C 
LISTS FOR WHICH PUBLISHED MATERIAL MAY BE SUBMITTED 


Advertisil 

Advertising media 

Architects, builders, contractors, and engineers 
Automotive products—Manufacturers 


ig agencies and concessionaires 


Boat and ship builders, repairers and chandlers 
Boots and shoes—Manufacturers 

Canneries 

Chemicals, synthetic organic—Manufacturers 
Clothing—Manufacturers 

Furniture—Manufacturers 

Glass and glassware—Manufacturers 

Hair and bristles—Importers, dealers, and exporters 
Hospitals 

Leather and shoe findings—Importers and dealers 
Lumber—Importers, agents, and exporters 

Medicinal and toilet preparations—Manufacturers 
Motion-picture industry 

Naval stores—Importers, dealers, producers, and exporters 
Physicians and surgeons 

Printers, lithographers, engravers, and publishers 

Pulp and paper mills 

Radio and TV equipment and components—Manufacturers 
Rubber goods—Manufacturers 

Tanneries 


30, 

1, 
20, 
30, 
20, 
B30, 

1, 


10 


20, 


30, 
30, 
Rs 
20, 
30 
20, 
30, 
1, 
10, 
2u, 


30, 
30, 

A, 
20, 
30, 
20, 





1955 
1955 
OAD 
1955 
WD 
1956 
1956 


1956 
1956 


1957 
19058 
1958 
1958 


1958 


1958 
19590 
1959 
1959 
1959 
1959 


Norr.—The above scheduled lists are considered “standard” trade lists in that 


the commodity and industry classifications covered by these lists are 


available 


for all countries for which trade lists are published. A copy of the check sheet 


whiel dicates the commodity classification by country is enclosed. 


In 


addi 


tion ft hese lists, requests for the preparation of “‘special” lists are made from 


Ree rem eae 
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time to time. “Special” lists are usually made on a one-time basis when the 
demand has created the need for a specialized listing not covered by a regular 
standard list. 

At the present time there are no outstanding requests for the preparation of 
“special” lists for Spain; however, in an effort to preclude extensive research 
by the Embassy, future requests for the preparation of “special” lists may be 
considered as falling within group C, and source data as previously outlined may 
be submitted in lieu of those lists, 

The following-named publications are available as source data for the prepara- 
tion of lists within this division : 

XIX Feria Oficial o Internacional de Muestras on Barcelona—1951 
Catilogo Do Las Industrias Dol Ramo Do La Construccién Do Vizcaya 
Catilogo Do Las Industrias Sidero-Metaltirgicas do Vizcaya 


POLITICAL REPO! G From AMERICAN EMBASSY, MADRID 


On a weekly basis the Political Section prepares the political part of the 
joint Weeka, which comprises a review of developments during the week in the 
political, psychological, economic, and military fields. 

In addition, the Section is required to keep the Department of State currently 
informed, by means of detailed reports, of certain detailed developments. 

Mr. MacCoy. Do you have any questions before we go to the build- 
ing picture ? 

Mr. Brownson. Mrs. St. George? 

Mrs. Sr. Grorce. I have no questions, Mr. Chairman. 

Mr. Brownson. Mr. Meader ¢ 

Mr. Mraprr. On these reports, who in the State Department at 
Washington would be primarily responsible for simplifying or elimi- 
nating these reports ? 

Mr. MacCoy. It would be spread between the offices that have need 
to use them. For instance, the personnel reports are in the Office of 
Personnel under Mr. Wilson. 

The standard reports that are requested are mostly put in the fiscal 
office or personnel office. 

Mr. Mraper. The functional analysis report would be under Mr. 
Wilson ? 

Mr. MacCoy. Yes. Some of these reports are also used by the 
Bureau of European Affairs, but basically it is a personnel report. 
There are, however, many extra reports that are called for from 
time to time which I usually try to get out of, but not often s 
cessfully. Information that comes from some office other than per- 
sonnel or fiscal or EUR you can usually pick up from some other 
reports in Washington. 

Mr. Brownson. In other words, you must remind them that from 
some other room in Washington they can get the same answers? 

Mr. MacCoy. Yes. 

Mr. Brownson. I imagine you get the cooperation of the Spanish 
desk in that regard. 

Mr. Rapenorp. Yes. 

Mr. MacCoy. Any further questions? 

Mr. Meaper. It seems to me that perhaps some suggestions from 
officers abroad who have to fill out these reports as to cutting down 
the number of reports would be very helpful. 

Mr. MacCoy. We have done that repeatedly. 
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Mr. Brownson. What I would like to do is direct the staff, immedi- 
ately upon their return, to sit down with the people in the different 
agencies in Washington and try to find out the rationale behind each 


of these reports. I imagine some were instituted in 1892 for specific 
reasons whicl nay not h e any purpose at this time. However, 


SOMmeok+khe Is el 


ployed to read that report, and it may have to do with 
keeping his iob. 
Mr. Witu1ams. I wonder if you have any sugs 


restions for stream- 


lini J the procedure ? 

Mr. MacCoy. I do not have because, in the first place, I am rela- 
Pe a this. and me of mv suggestions were made in my 
nspection reports as an mspecto! | | 

Mr. Wiiiiams. Do you know of anyone who has suggestions that 


might be useful for our stafl 

Mr. MacCoy. I am afraid I do not. I suppose you are thinking 
of Washineto1 

Mr. Brownson. Where were your inspection reports from your 
previous assignment filed ? 

Mr. MacCoy. In Washineton. Let me add this: Do not forget 
that in the fiseal reporting some of that stems from the original law 
that requi ed ert; 1] tvr 5 { l ports it) t] 
That sets up four agencies, our budget office, GAO, the Bureau of 
the Budget, and the Treasury Department all have a part in it. 

Mr. Brownson. That is why a congressional committee might be 
et the cooperation of the four agencies. 
Mr. MacCoy. These reports are an expensive proposition. 

Mr. Brownson. What is DO? 
Mr. Ler. Disbursing offic 


ie expenditure of money. 


e ’ 
oT some help. because we can 


Mir. Mraprer. Woul Md vou care to hazard a guess as to the man-hours 
that would be saved if t se reports were cut down to what t] ley ought 


to be? 

Mr. MacCoy. I would hate to hazard a guess on that. 

Mr. Brownson. It would have to be a guess. We are trying to get 
rid of reports, so let us not create other ons Ss. ' 

Mr. Meaper. I am trying to show this is particularly within the 
purview of interest of this committee, because sometimes we do not 
realize a lot of money can go down the drain just through unnecessary 
paperwork. 

Mr. MacCoy. Yes, because it is not only the preparation of the 


reports, but then it gets into the proposition of people to file those 
report , and that means ax pu rchase of addition: ul equipment and 
dditional floorspace. You pyramid those costs. 

For some reason Treasury demands that they get those reports by a 


pe fie time. Wee ther ] ive to telegra yh some of the reports, which 
r se is also very high from 

verseas (ine thing after a other pyramids the cost of the operation. 

Mr. Brownson. Any further questions, Mr. Williams? 

Mr. Winttams. No. 

Mr. Brownson. Mr. Meader ? 

Mr. Mraprer. No. 

Mr. Brownson. Mrs. St. eras 

Mrs. Sr. Grorcr. No questions, Mr. Chairman. 

Mh Mac OY. As to the Resta a setup, ] have used A colored chart. 
lr} e white t icks are W her we own the buildings. This represents the 


expensive, or s nd t] } by wail} Lil. W 





OPERATIONS OF U. S. IN FRANCE, SPAIN, AND GERMANY 75 


building you are in, and this is the one next door. ‘This represents the 
one Mr. Byington isin. ‘Those three we own. 

The blue are the ones we lease. This is the consular office, and it also 
has the naval attaché’s office. This piece of property is the Am 
bassador’s residence, which we are leasing. And -his is FOA, which 
is seven blocks from us. 

Up here we lease space for our garage. This is the space we use 
for housing 19 marines for security guard. We lease space in this 
warehouse, and USIS also leases warehousing space in that building. 

The green is occupied by the military, with which we have no 
connection. 

This is where OPC and the new Navy shipbuilding group are 
located. 

This is the building in which JUSMG and MAAG are located. It 
isapproximately 2 miles out to this building. 

This is the space now being utilized by the commissary, PX and 
APO. We have no connection with those. 

This gives you an idea how we are spread out. When we get the 
new building finished, which will be located here, everything in these 
buildings [indicating] will be moved in the new building. 

Mr. Mountain. For the purpose of the record, will you name the 
buildings? 

Mr. MacCoy. Everything from the present chancery building, the 
consular building, the USIS building, FOA building, the garage, 
and the warehouse will be moved into the new building. 

The only thing we will not have in there is extra warehousing space 
for USIS. They will still have to maintain either this space or some 
other space, because we cannot provide space in the basement for the 
amount of paper they need. 

Mr. Brownson. Is this paper for printing operations ? 

Mr. MacCoy. Yes. 

I would like to give you an optimistic picture of the day we will 
be able to get out of paying all these rents, but at this moment I 
cannot. 

We own this building here. The one on the corner was originally 
German war property. This was originally an old home. The rest 
we are paying rent on. In some places we are paying for the heat and 
in other places the heat is included in the rent. 

We have run into difficulties in connection with the new building 
First the dock strike in New York caught us with equipment we were 
waiting on. They shipped it from New York to Baltimore and put 
it on the first ship coming to Europe, and the first shipment arrived 
from Antwerp. We fxot word from the shipper too late to catch that 
equipment so it would not have to be unloaded at Antwerp and hav 
to go through Belgian customs, and it took 2 months or more before it 
arrived. 

Mr. Brownson. What kind of equipment was that ? 

Mr. MacCoy. Hardware; door locks and things like that purchased 
in the United States. 

The next difliculty was where we had to have a third generator fot 
our powerload in the new building, because of the failure of electricity 
in Spain. We had gotten consideration from a manufacturer in Ene 
land, and he was speeding delivery by a month, and then was held ) p 


55984—55——-6 
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by the dock strike in London. That will mean a further delay. It 

il] take a month to install it when it gets here, and then there will 
be a month of testing on it. 

This will be a much better picture when we move into the new 
building, both from the standpoint of cost of operation and mainte 
nance and from the standpoint of administration, doing day-to-day 
work with the staff not scattered but in the same building, which 
means we can Save on everyth ne we do. 

Mr. Meaper. Mr. Chairman. 

Mr. Brownson. Mr. Meader. 

Mr. Mraper. Are youl leases such that you Can cancel them without 
delay ¢ 

Mr. MacCoy. Yes. They are subject to termination in 60 days, | 
think. 

Mr. Ler. The maximum is 0 d Lys. 

Mr. Mraper. Have you given us the figures on the rent that will 
be saved ¢ 

Mr. MacCoy. I do not think I have, but I can very easily. 

On the consular office it is costing $465.12 a month or $5,581.44 a 
yeal for the rental of that building. 

On the USIS building the rent 1s $821.71 pel month or $9,860.46 
a year. 

7 he Ambassador’s residence is costing $10,200 a year, 

Mr. Mreaper. That will not be saved ? 

Mr. Mact OY. No. 

The FOA office is costing $906.98 a month or $10,883.72 a year. 
Che garage is costing $93.02 a month or $1,116.24 a year. 

lhe warehouse is $58.14 a month or $697.68 a year. 

Mrs. Sr. Greorar. Mr. Chairmai . 

Mir. Brownson. Mrs. St. George. 

Mrs. Sr. Grorce. I think it would be interesting to have the grand 
total of the rents and also the figure of what this new building will 
cost so that we can determine just what the saving is. What will be 
the cost of the new building, do you think? Can you calculate that? 

Mr. MacCoy. Mr. Warlow wil! give you those figures. 

Mr. Wartow. Exclusive of salames and overhead expenses charged 
to the project the total estimated cost is $2,587,635. It is impossible for 
us to determine here what salaries and overhead expenses have been 
charged to this project by our Paris office or in Washington. 

Mrs. Sr. Grorcr. It would be in excess of $3 million, and we should 
take the interest on $3 million and compare it to the rental figure. Of 
( ourse convenience is \ ery ob lous. 

Mr. Brownson. There is also the expense of trying to reclaim the 
building changing the plans. If you were doing it in a businesslike 
manner you would have an appraisal of what it would have cost if it 
had been built for this purpose 

Mr. MacCoy. Will you let Mr. Warlow give a history of the new 
building / 

Mr. Brownson. [ think it would be well if we could go through the 
building and then have a discussion of the history of it after we have 
hada chance to see it. 


Mr. M AcCoy. All right. Are there any other quest ions ¢ 
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Mr. Brownson. I believe at 12:30 we are supposed to be with Mi 
Williams for an economic briefing. 

Mr. Wituiams. I just wondered what else is in that PX building 

Mr. MacCoy. A commissary, PX, and APO and the offices that sup 
port those and support other a ‘tivities of the military. 

Mr. Brownson. Are civilian emp lovees allowed to use the militan 
PX? 

Mr. MacCoy. We are allowed use of the commissary. We will not 
be inthe PX until December 31. 

Mr. Brownson. 1 understand you people voluntarily turned over 
the commissary stocks tothe PX ? 

Mr. MacCoy. We sold our commissary stocks to the military PX 

Mr. Mraper. You people use those facilities on an equal basis with 
the military personnel ¢ 

Mr. Mact oy. What do you mean’ At the same prices? 

There is a 3 percent markup which they pay as well as we pay, and 
we pay LO per recent above that. That 10 percent, I understand, applies 
to all civilians, regardless of whom they may be, who utilize that 
service. That is an additional percentage over the military. 

Mr. Witiiams. Is that customary ¢ 

Mr. MacCoy. I think so. I think that was in an act of Congress 
when a question came up right following the war concerning the large 
croup of civilians being permitted to use military PX’s. This was the 
differential given to the military. 

Mr. Witt1ams. At home and abroad ? 

Mr. MacCoy. Yes. 

Mr. Brownson. PX prices are a part of the contract with the mili 
tary, that is why when the milits ary provide the services to civilians 
they try to inc ‘lude the cost of operation. 

Mr. Meaper. Are the pay scales as between the various United 
States agencies here—let ‘ai exclude the military for the purpose of 
this question—comparable, or is there any differential that gives rise 
to poor morale and so forth ? 

Mr. MacCoy. Are you speaking of pay scales for Spanish locals or 
Americans ? 

Mr. Mraprer. Americans, first. 

Mr. MacCoy. There is some difference. There is a difference in 
some of the salaries paid some Americans in similar positions. 

Mr. Brownson. To put it another way, if we were to suppose that 
FOA were terminated on June 30 as is provided in the present legisla- 
tion, and some of the FOA employees were absorbed by the Embassy, 
would the present wages of those employees cause diffic ulty in that 
case ¢ 

Mr. MacCoy. In some cases, yes. 

Mr. Meaper. That is a matter over which the Ambassador and the 
State Department have no control ¢ 

Mr. MacCoy. The wages are set in Washington. 

Mr. Brownson. Mr. Ambassador, is it not possible that if the Am 
bassador were held responsible for the personnel practices in his 
Kmbassy he would look over the situation at the end of the year and 
say, “Mr. Smith did a good job; we will consider him for a better post ; 
and Mr. Jones did a bad job; let us get rid of him.’ 
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Ambassador Dunn. It ought to be the same as the captain ofa ship. 
He has the responsibility of seeing that they carry out their duties. 

Mr. Brownson. In other words, money could be saved by not re- 
erring all these matters to Washington ? 

Ambassador Dunn. Yes. 

Mr. Witirams. Who makes the grade ratings / 

Mr. Mac y. We make t em here and they are approved in Wa 
ington. Transfers are made in Washington. Recently we recom 
mended that the Ambassador be given authority to transfer his people 
withina country. Now he can detail them, but if we have a small one 
man post and that man is taken suddenly ill or has to take a vacation or 
is transferred for reasons that are v: ilid, the Ambassador knows better 
the man who could best go there in a hurry, and he might decide to 
take a man in a smaller post and transfer him there. That he cannot 
do now, and that authority should be pesos d to i Ambassador. 

Mr. Wituiams. One further question. How many State Depart 
ment people are there outside of Madrid around the country at this 
time 4 

Mr. MacCoy. You mean in the various consular offices ? 

Mr. WitiiaMs. Yes. 

Mr. MacCoy. In Barcelona we have 8 Americans and 6 locals. 

In Bilbao, 4 Americans and: ‘als. 

In Seville, 4 Americans and See 

In Valencia, 2 Americans ‘ and 3 locals. 

In Vigo, 2 Americans and 2 loc als. 

Mr. Witirams. Has there been any appreciable change in the last 
year in increasing or decreasing the number in this country? 

Mr. MacCoy. Americans or locals? 

Mr. WituiaMs. Both, separately. 

Mr. Lee. There was some reduction of locals. It was not ap- 
preciable. Most of the “riffing” was Americans. 

Mr. Wiuutams. Has that hurt the efficiency a great deal ? 

Mr. MacCoy. It has increased the load, which has made it advisable. 
we felt, to request additional Americans for Barcelona and Seville. 
We feel the load of work in those two offices. plus our office here. 
requires extra help, particularly American help. 

Mr. Witiiams. Have you had complaints from Americans traveling 
here? 

Mr. MacCoy. No. I have not heard any. The complaints we get 
are rather minor. 

Mr. Byrneron. I think that question is very complicated on the 
complaints. and | think the ce msul gener il should be « ‘alled in on 
that He has the specifie 11 i catitiate 

Mr. Brownson. Any further questions? If not, we will go to 
the next hearing. 

Mr. Byrneron. Mr. Chairman, General Kissner got in touch with 
me, and he has a matter that has come up which will occupy him 
tomorrow morning. The briefing WAS SC ‘heduled for 10 o’cloeck, and 
he inquired whether it would be possible to meet at 9 or 9:30. so that 
he could be with you for the first part of the briefing, or else « hange 
from tomorrow morning to this afternoon instead of USIS. 
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Mr. Brownson. It would be satisfactory to me at 9 o’clock in the 
morning. Let us move up all the other briefings tomorrow so that 
there will be no gap, and that will result in either having more time 
to go into an additional phase with you people, such as taking more 
time for the briefing on the new building, in addition to roiIng in 
the building, or having more free time in the afternoon. That will 
be perfectly satisfactory. We will meet with him at 9 o’clock. Off 
the record. 

( Discussion off the record.) 

Mr. Brownson. One further question: Do you have any trouble, in 
your consultations here among the various agencies, in determining 
what constitutes economic aid, and what constitutes military aid? 

Ambassador Dunn. No. The economic aid is what is placed to the 
credit of Spain for buying things in dollars they could not get them 
selves. A portion of the peseta counterpart will be devoted to the 
cost of building the airbases. 

We have no difficulty, but one thing we must keep in mind is that 
the funds for the construction of the airbases and the naval facilities 
come from entirely different appropriations than the foreign aid 
There are three activities going on here. 

We have MDAP, military weapons; that is out of the foreign 
ald bill. 

The construction of the airbases comes out of the public works 
appropriation, which has nothing to do with foreign aid. 

Mr. Brownson. The point I had in mind was that you might con- 
struct a connecting strip ot highway to the airbases out of either the 
economic apropriation or the military appropriation. 

Ambassador Dunn. Yes. In our assistance for the rehabilitation 
of railroads and roads, for instance, we are concentrating on rehabili- 
tation along the lines that will help our bases. 

Mr. Brownson. That is a case where economic aid helps the mili- 
tary ¢ 
Ambassador Dunn. Yes. And that does not do any harm, because 
len We improve one line it takes the load off another line. 

Mr. Brownson. Any further questions! Mrs. St. George? 

\Mirs. Sr. GrEorGE. No. 

Mr. Brownson. Mr. Meader? 

Mr. Meaper. No. 

Mr. Brownson. Mr. Williams? 

Mr. WituiAms. No questions. 

Mr. Brownson. Thank you very much. 

(Thereupon, at 12:45 p. m., the administrative briefing was con- 
cluded. ) 

(The following charts showing the organization of the United States 
Embassy were later furnished for the record. Exhibits 12-17.) 
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EXHIBIT 16 


























































































AK AW EBA a P m . : ss 
ADMINISTRATIVE SECTION 
Wi Me = er } 
cen M. Kerle = 
i, a aa + — — 1 ~ 
a A _ [7 aeeeeemnasatl _ 
ener ervices | ereor nit 
| Janes L. Le B& F Officer ar ever Hb), Gen. Serv.Oft ¥ en (S-7), 
| Mamuels Cuel L-< k~Typ hercedes & Ace. Aset er : 
St Dieburs fficer ak Lk~ 
Lucile Cheng (S-12), | 
Asst. Disbursing Off = a 
Bowerc A. Brown 210 
| Line Beltramini (L a ecules = Siiiaiiaiaiaie 
A wnting Clerks 
Fernando Arr L-5 as es joc e 
Rafeel ™ ner r " 
i Marmel hiet L-5 e . pry 
| yee Sanches (L-5 meaninial | 
] Lake Sedastia 5 S eaianatiienes t . ee _ 
se Beltran (L L — * - 
| Miguel Catalins (1 | | Qossiricet e Mei) o b 
| | 1 | | 
— ere * r } Mail & Recor errs emes Kni cher 
e dk. | Helen Puge | uch we 
ees Anthony W. Larish au! -13), 
Roria Archer Mail Clk 
Marthe Bonen -i ente Sasian 
Ass. gne . Mail Clk 
j Messengers (L 
LS Peralt 
* Santos 
| Angel Morin 
i * e erre (Ah 
| 
} 
Adm: retive Services 
Enrique Robrede (1-2), Adm « ove Peres-Sierra (L-5 epatener 
n charge of customs, free entry, et Antonio Patino (1-5), Mechar 
* = (L-S), Clerk (POA Santos Lopes (L-6 ¢ 
Jose Rico (L-7 lerk (Trave heuffeurs 
. Vidal (L lerk Francisco L-§ Ambassador 
Manuel Garcia (L-.), Adm. Ass Luis Caban L-5) - Econ. Minister 
(In charge of Maintenance, Sup Antonio Rodrigues (1 ~ Embessy 
rocurement, etc Ansel@o Burgos ° 
Francisco Sanchet-Quiroga (1 Lk Supply Fauste L-¢ » . 
“ve - (L lerk PE Anselmo Sanches (L-¢ Som . 
Mariano Lopes (L-7 Valentin Sanches (1-6 ° 
“y* « 7), Messenger ‘one Santiago (L ° 
Michael Tang (L-7 lerk (Procurement ear Alcocer ° 
Pedro Galvez (1-6 Ma.otenance Mar Antonio Verde (1-¢ ® 
Miguel Vasquer (1-7), Maintenance Aide Bernardo Gonzales (1-¢ mAAG j 
Gontalo Manzano (L~ aborer Mamel Lavin (1-6 ° | 
Julian Ruis (1-6 vardener Juan Komerc L-t ° 
Prancisco Sanchez~Peres (L-8 rter Francisco Sale (i-¢ ° 
Marie Gonzales (L- Nar woman jose Pardo (1-6) ° ’ 
Carmen boval - narwomar Alberto Uros: L-¢ ” 
Jose Hernancen (1-6 S 
Ignacio Artaiz 2), adm. Spe ose KM. Peres (L-6 ° 
(in charge of Vehicles, Chauffeurs 3 "Y's (L-6 ® 
Telephone eases, ete Antonio Espejo (1-6 PC 
Receptionists 
Guillermo Lisarrage (L-5) Castellana "v" - Hdg, Maint. Engineer (1-2) 
Juanita Courel (L- nsulate 
Carmen Mirands 6 anc ery 
Esther Sen Jose t r 
Telephone Operators 
Milagros Salusi (L Embassy 
Carmen Moreta (L-6) babassy 
Antonio Centenera (1-¢ » 
Maria Los Centenera (1-6 * 








"ye 





Sn se 








OPERATIONS OF U. S. IN FRAN‘ SPAIN, AND GERMANY 85 





ExuHreit 17A 











AMERICAN EMBASSY 
Ma pein ORGANIZATIONAL CHART 6 of 6 
Rev November 16, 1956 
RATIONS MISSION TO SPAIN COMBINED WITH 
fF 
Edward Minister for Economic Affairs 





Mar guerit FSS-1 secretary (FOA j 


oe for Economic Affeire 








Koy Rubottom (F 
» Roberta Anderson (FSS-1 Secretary (Emb 
| 
Muillermo A. Varela (Fi-3 Trane. int. (FOA | 
Arturo Garcia (FSi-6), Clerk II (iat | 














































—$<——<—$<$<<— 
f ee _ 
- ) 
FFICE | 
harry Tomes | John F rrell (FfSS-3 Labor Att. (Bab 
Heleo Stpakowskt 2 | ave Bond (¥SS-1 Secretary (Emb) 
arlton B. Wicart (FSS-5), Acct. (POs | Gonsaler Garcia (FSl-4), Trans. (POA) 
Ant io Amusite (FSL-3 Acct Fos 
Bailio Grou FSL-}), Acct. IL (FO 
*v Acct. II (FOA 
o P. Garrido (PSi-5), Clk-Typ. (FOA | | 
- (FS-5), Cla-Typ. (FOA | 
Lu — . merece Naseer nn — 
_ — ee — —— 
TRADE, COMMERCE & INVESTMEN 
| =y" = andrew Corry (FSO-2), (Assigned "vw" - 
John F. Ingersoll (FS0-4), Econ. Off. Liver Sa 1), Pin.Analyst (Poa) 
Isabelle Henry (FSS-11), Secretar Edward ttle (FSS-3), Economist (PFOA 
James G. Orn (FSL-2), Ec pec. Lawrence Elsbernd (FSO-5), Econ. Off. (im | 
Jose Manuel Sierre (FSL-4), Econ. bamt dred FSS-L1), Secretary (POA | 
Fernando Sintes (FSL-4), Econ. A FOA ral > . Spec. (POA j 
| Mercedes Grosson(FSi-4) , Clk-Sten. (Em arlos Munoz (FSL-3), Econ. Asst. (POA) | 
Marie del Valle (Fa-5 Sten. (Bm | Jose Gil (FSL-q Econ. Asst POA | 









armen Manchon (FSL-5 erk-Sten. (FOs 


t - — —— — = 














[O00 & AGRI 


Charles Possum (/SR-< 



























| 
; POA | | Thomas J POA | 
Robert Lester (FSS-7). Agric. Spec FOA vw" - a“ | 
| Lie Lee Francis (FSS-12), Secretary (PFOA) | ove James WcKia 
anche Healy (FSS-12), Secretary (Hat | | 
Pedro Corres (FSL~4), Agr A (FOA | } | Hubert M. Curry (PSR-3), Indus. Spec. (POA) } 
Miguel 44 Malte (FSL-4), Trans. (POA) | | ¢1 Emone (FSS-1), 7 Spec. (POs) 
Prancisce Guevare (FSL~3), Econ. Asst. (Emb) Terrance G. Leonhardy (FSS-3), (Eat 
Marcels Estop (FSL~6), Clk-Typ. (FO) Ruth Hedeen (FSS-12), Secretary (POA) 
"¥* ~ (PSS-12), Secretary (PFOA } onstance Merrick (PSS-12), Secretary (FO 
} "VW" ~ Industrial Spec. (FSL-1) (FOA) 


*y" - Mining @ Mineral Spec. (FSL-1) (POA) 
Javier Milans del Bosch (FS-3), Trans. Spec. 


















| | 
e | } (POs) 
| | Juan Lopes (FSL~3), Tre Int. (POA 
| Victoria Campuzano ~6), Clk-Typ. (FOa) 
“v" ~ (FSL-5S) Clerk-Typist (PFOA 
e TECHNIC S10N 









O'Neill Osborn (FSS-1 Chief (FOR 

wy" ~ (FSS-3) Tech. Exchange Spe Poa) 
Joyce Hutsel] (FSS-12), Secretary (POA 
*v" = (FSL-2) Tech. Exchange Spec. (FO) 
Gerda de Algvectl (FSL-4) Adm. As FOA 

















GERMANY 


AND 


SPAIN, 


FRANCE, 


{ Ss. IN 


O} 


OPERATIONS 


D 





*S6! 





43801 


0 








veo VIISEVE 








alt 





Lit 














IIHXY 


5) 10604 -juewobeven 


LL08ne 








73 e8y 
wOLwe "0 18300¥ 
Su08seg 4O eb6ueyon} 





Ouvag 


8) #90) 


Olja 


“# Aou 
OLI9BIO ALNdIO 






























21440 
jean 











WOH 3HL 








(1 198,0 °C yseqom ! 






4 snore 


saregyy 
W199 











INTERNATIONAL OPERATIONS OF THE UNITED STATES 
GOVERNMENT IN FRANCE, SPAIN, AND GERMANY 


(General Economic Aid Program Briefing, Madrid, Spain) 


MONDAY, NOVEMBER 22, 1954 


House or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Madrid, Spain. 

The subcommittee met in the office of the Honorable Edward L. 
Williams, Minister for Economic Affairs, Juan Bravo 18, Madrid, 
Spain, at 1 p. m., for a general economic-aid program briefing, the 
Honorable Charles B. Brownson (chairman) presiding. 

Committee members present: Representatives Charles B. Brownson 
(chairman), George Meader, Katharine St. George, and Harrison A. 
Williams, Jr. 

Committee staff present: Maurice J. Mountain, staff direc tor; Wal- 
ton Woods and Arthur Perlman, staff investigators; and Wallace 
Parks, staff member. 

Also present: E M. Rabenold, Jr., State Department escort officer; 
Lt. Col. Gerald Jorgensen, Air Force escort oflicer. 

USOM (United States Operations Mission to Spain) and Embassy 
representatives present: The Honorable Edward L. Williams, Min 
ister for Economic Affairs and Director USOM; Roy R. Rubottom, 
Deputy Director USOM; Harry C. Thomas, Controller USOM; 
Oliver L. Sause, Jr., international economist; and W. Pierce MacCoy, 
administrative officer. 

Mr. Brownson. This subcommittee, as you know, has the responsi- 
bility for looking into United States operations abroad, with par- 
ticular emphasis on the nonmilitary operations. 

This, of course, is a subcommittee of the Government Operations 
Committee, which used to operate as the Committee on Expenditures 
in the Executive Departments. Our particular interest is in the eco 
nomic program in Spain. This morning we looked into the matter 
of the organization of the Embassy. We are particularly interested 
in this program because it is a new one and represents a sort of a 
goldfish-bowl operation, and operates on a unilateral basis. 

We would like you people to present a briefing on the whole sit- 
uation, and then the members of the committee will direct questions 
to you. 

Mr. Epwarp WitiiAMs. Suppose I give you a nutshell view of 
the way we look | at the operation, then ‘if you want to ask questions 
you can do so. 

Mr. Brownson. Would you care to make a brief opening state- 
ment? I think our staff has forwarded to you some of the questions 
in which we are interested. 
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MADRID, SPAIN; AND ROY R. RUBOTTOM, DEPUTY IRECTOR, 
UNITED STATES OPERATIONS MISSION, MADRID, SPAIN 


Mr. Epwarp Wuitiiams. I am going to state these things very 
bluntly. Spain, as you know, had been isolated for many years 
before we had this agreement. I do not think Spain would ever 
have entered into the agreement with any other nation in the world 
than the United States. I think the good will in Spain for America 
and Americans and American ways today is almost unbelievable. 
And get that not only through eve ‘rybody connected with the mission 
here. but I have done a great deal of looking around myself. I knew 
something of Spain before I came over. 

You have to realize that Spain is a fragmented nation. I mean by 
that, certain sections are entirely different from each other, and 
people in one section do not know much about the people in another 
section, nor do they care. That goes to both the political and eco- 
nomical side. 

The Government in Spain is not the kind of Government we like, 
of course, but I am inclined to believe the average Spaniard is better 
off under this Government than he has been before. I think prob- 
ably it is the best Government Spain has had for some time. 

There are two schools of philosophy in Spain respecting the econ- 
omy. One is for more and more Government control and direction, 
and the other is for more free enterprise. I think the latter is on 
the rise, but there are many drawbacks to it. 

There is no such thing as big business in Spain. There is no such 
thing as an investment market. They are far behind in technology. 

The railroad is state owned, and a great deal is needed to rehabili- 
tate the railroad. ‘The country is 52 percent, roughly, agricultural, 
and the land is run down. It has been cultivated since way before 


the Caesars, and not very well. They are using some of the best 
land for things we think probet ly they should not use it for. There 
is a shortage of everything 1 Spain, really. They have so many 


shortages and so little ed exchange that they have had to grow 
things that normally the V would not grow. 

It is not only a matter = shortage of foreign exchange, but short- 
age of pesetas. There are 15 billion pesetas a year of private capital 
ivailable for investment watts es, and the Government takes about 9 
million. That leaves 6 billion, and that is not enough. 

So far as balance-of-payments is concerned, they are pretty well 
balanced because they just do not buy when they do not have funds. 
Pheir long-term and short-term obligations externally and internally 
are in pretty food shape. I know some of the th ings they could 
have secured in Great Britain on credits that they have not done 
because they do not feel they ¢ an meet the obligations when they 

re ronan they do not want to take them on. 

We have had compl te cooperation from the (sovernment here, As 
well as the good will of all the people. So far as their coope ‘ration 
is concerned, however, a great deal is in spirit and not in deed, be 
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cause they do not know how to do those things. They do not have 
any statistics that are reliable. We have gotten together figures 
which we think are pretty good. We know we could do a great deal 
of good in Spain if we could get them to put in a simple system of 
statistics and reporting, but that raises a politicai question, and we 
have to go into that very slowly. 

The Spanish people, I think, have great integrity and great courage. 
They have a sense of humor, and they make fun of themselves. And 
one thing they do have—I have seen it in individuals but not in a 
mass of people g generally as I see it here—they have an innate ability 
to know if you are ile with them fairly. 

We feel the economic aid must alw ays look to military ends pri- 
marily. We feel, however, that you cannot look at just the military. 
You have to bear in mind the political and economic as well. In the 
first place, you cannot support what we want from the military stand- 
point unless there is economic aid. 

The second thing is, we have to keep the good will that we now 
have. We cannot possibly underwrite all the expectations they have, 
because they have some absurd ideas of what we will do. When I 
first came here I stopped at a filling station, and the operator said 
he understood we were going to bring in 200,000 new Chevrolet taxi- 
cabs. That is an example of how far astray they went with their 
ideas of aid. 

L have always looked at these agreements we have for bases some 
thing like this: We come in here and we have good will and we have 
a lease, but if you think you can just buy a lease and that is all you 
have to do, that is a mistake. If I had a lease in New York or any- 
where and the landlord and other tenants felt I was not a good tenant, 
my lease soon would not be worth much. 

We get broadcasts from France and Russia, and in one that I heard 
they said, “Do not pay any attention to Williams. His only purpose 
is to use your bases for attack and to use your sons and husbands for 

cannon fodder.” We get that all the time. 

In respect to labor conditions, there are no labor unions in Spain. 
Chere are syndicates. Labor does not get the breaks it should get 
but I think the Government has done a great deal for labor. If you 
find out what the wages are, you have to ‘double that because of other 
things they get. 

So far as using the $85 million, our objective was to use the dollar 
where only dollars could be used and do the things that would best 
build up the economy to support the military. 

We reached the conclusion that since the country is - imarily agri- 
cultural, we certainly have to look to agriculture. And we have to 
look to power. They have gone in genet ‘ally for hydropk ints, and they 
are not sufficient, and with the lack of rain they are in Spain without 
power 3 days a week. That means that industry, particularly a small 
industry that depends on power, cannot pay wages or put out its 
products. 

I think we did a pretty good job in creating some private credit 
for Spain. In addition to defense support for fiscal year 1955, we 
have the funds that will come under the McCarran amendment. We 
are to sell $55 million of agricultural products to Spain for pesetas 
and 20 percent of the pesetas, or $11 million, will go to United States 
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expenses and s() perce! oe S44 million. to build up the economy 
of Spain. 

It also should be pointed out that while we gave S885 million aid 
to Spain in fiscal year 1954—and that was agreed on when the agree 
ments were signed—Spain suffered something unusual that year that 
offset part of that. They had to import $90 million of wheat, and 
in addition in February last year they had a freeze which cost them 
about $40 million in their citrus fruit crop. Also the freeze adversely 
atfected the olives, ut not so much for the moment: that will extend 
over a period of time. You will find that about 50 percent of the aid 
we gave them was really needed because they had these unusual losses. 

I feel that in order to keep this good will which I think we 
have and | think you should look on the food will this Way: | do 
not think you can buy the Spanish, and I do not think they want 
to beg for anything. We had difficulty last year with the Christmas 
program. They did not want it because they did not want to take 
anything. That caused us some trouble that was worked out 
pretty well. 

They do not quite say, “We look or you as a b a brother.” but that 
is what they look on us as. They say, “We fought communism. We 
want to be the best partner we can, but to be a good partner we have 
to have help, bec ause we cannot take on the extra burden ourselves.” 
That is their approach. 

I believe there is a tenden Vv in some quarters of the United States 
to underestimate Spain. I will not attempt to estimate them from the 
military standpoint. IT can look at a inap and think there are military 
advantages, but it is the good will that is important. I think some- 
times we take wives and best friends for granted, and I think that 
would bea mistake in the case of Spain. 

That is it. generally. 

Mr. Brownson. How do you state your objectives as they are now? 

Mr. Epwarp Wiiutams. I think the United States objectives are 
primarily military, but we appreciate they have to have economic aid. 

[ have the feeling that we really think more of the military potential 
than we did when we entered into the agreements. I think primarily 
we had only air fields and bases in view, but we have a little better 
idea now of what they might do. 

If you go to them and try to talk officially they will cooperate but 
will be somewhat reluctant. But if you go to them and say, “If you 
would do this it certainly would help,” then they will bend over back- 
wardtodoit. Ifthey think you are putting yourself above them they 
will put themselves above you. If vou put yourself below them they 
will put themselves below you. 

[ know one thing, you cannot deal with the Spanish unless vou know 
them 

Mr. Brownson. As a matter of fact, there are many parallels be- 
tween the situation here and the situation this committee looked into 

Korea. I was pleased to know that you are getting statistical re- 
ports and full cooperation as far as the expenditure of the Govern- 
ment’s own assets are concerned, which is something we could not 
achieve in Korea. 

Mr. Epwarp WiiutAms. I felt, in the interest of the United States 
and under the terms of the agreement. we were acting as a trustee for 
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both the United States and Spain, and it was our job to try to spend 
those dollars just as we would spend them for someone we were trustee 
for in private life. They did not understand that at first, but I think 
they know we are trying to do a good job. They come sometimes and 
ask our advice about things that are not in our field at all. 

Mr. Brownson. In Korea they had certain production objectives 
and certain gross national product objectives as a target program. 
Do you have something like that here / 

Mr. Epwarp Wittiams. No, not really. You cannot do it, and I 
will tell you why. A great part of what they export are a 
tural products, but it aifects industry, too, because industry cannot 
operate without power. I am trying to find a way to help smaller 
industry. I want to do that for several reasons. In the first place, 
I think that is the backbone in our own country, and I have told them 
that. We talk about General Electric and General Motors, but the 
backbone of the United States is smaller organizations than that, 
and we want to help them. 

Furthermore, I think with these larger companies you have an 
atmosphere where they will not get progressive things done as rapidly 
as in smaller companies. And while they are far behind in tech- 
nology in Spain, my feeling is that if you had here the technical 
knowledge we have in the United States—and I do not think that 
would be good for them because they are not of that temperament— 
it would be most disturbing. They have to have, coupled with their 
technical knowledge, a concept of human relations between labor and 
management and that sort of thing. I feel if we could find some 
smaller more progressive people that are willing to take a chance, 
but they want a quick turnover. 

Mr. Brownson. What are the interest rates ? 

Mr. Epwarp WiutuiamMs. They say 6 percent, but I think it runs 
higher than that by the time you get through adding things. 

[ am not concerned about inflation until next year when we begit 
spending money, and the Government will watch that closely. If 
anything happens in the States, communication is so rapid that the 
impact goes all over the country. I do not think that will happen in 
Spain, but when we begin building these bases—you see we have a 
joint operation here—I want to take our men and see what is going 
on, because I think the question of inflation will be more loca] than 
it would be in a country like the United States. 

In this operation over here, as you know, we combine the economic 
section of the Embassy with FOA. That has worked fine. My own 
feeling about this is that whether it works or does not work depends 
on who the Ambassador is and who the mission director is. If they 
have fellows like Jimmy Dunn, it will work fine. If they do not, it 
will not work. Not everybody who is good in a political section 
in an Embassy is qualified in an economic section. Here everybody 
has done what comes first. I think we operate this mission with a 
relatively smaller staff than in other places. We are understaffed 
now, and I think there is a lack of appreciation in the States that 
Spain is not what it was 2 years ago. We have so many more people 
and more problems here now than before that there is no comparison. 

There is one other thing in the operation. We have administrative 
support from the Embassy. Mr. MacCoy is here and knows that 
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has not worked so well up to now. We are scattered. We hope that 
will improve when we are moved to the new chancery. 

Another thing: I have always felt we should be able to give expert 
advice on a number of things, but it would be a mistake to staff the 
mission with experts in all these things. But there should be experts 
in Paris or New York that could give us expert advice in all these 
things. Ina mission if you do not keep everybody busy it is bad for 
the morale. God knows we have been busy here. 

Mr. Brownson. How much of the $85 million programed for fiscal 
year 1954 is being devoted to capital equipment? 

Mr. Epwarp WitutAms. You will have some borderline cases of 
what is capital and what is not. We spent $5 million on what we call 
bottlenecks of power. That is not additional generation, but being 
able to bring it from one section of the country to another. 

Mr. Brownson. Primarily in transmission lines and equipment ? 

Mr. Epwarp WiriuuiaMs. Primarily in transmission lines and equip- 
ment; yes. Today they have a new transmission line which they 
largely put in. They are carrying the power a number of miles and 
losing about 25 percent of that power. We want to talk to them about 
putting in heavier lines. 

We have to encourage the Spanish—or persuade them—to get them 
to take what they have and make that the best they can before buying 
something new. If they want to build a new cement plant we tell 
them, “Let’s see what we can do with what you have. 

To go back to your question, I would say—Where is the commodity 
breakdown we had? 

Mr. Tromas. On the front page, in your commodity group, there 
is an industrial item of $69.9 million. 

Mr. Epwarp Wiu1aMs. Take the $69.9 million and take $16.5 mil- 
lion from it, because $16.5 million was industrial raw materials 
brought in. 

Mr. Brownson. You take $16.5 million from $69.9 million ? 

Mr. Epwarp WILLiaMs. Yes. 

Mr. Tuomas. That leaves about $53 million. 

Mr. Epwarp Wittiams. What you should do to get at it roughly, 
you take $14.800.000 and $16.5 million and $607,600, or about $31 mil- 
lion, from $85 million, because I am taking in cotton and commodities 
and technical assistance from the $85 million. 

Mr. Brownson. About $53 million? 

Mr. Epwarp WiuiAMs. Yes. This year what I want to do, to the 
extent they have their exchange relieved by using the pesetas under 
the McCarran amendment, I want to put our money into more long- 
term things. We cannot be very consistent about that, but I think it 
is better to do that. 

Mr. Brownson. In other words, you have fairly close to 50-50. 
What you spend for capital improvements will have some inflationary 
effect ? 

Mr. Epwarp Wiuiams. Take what we put the capital in. There 
will be some money put in labor for oer bottlenecks, but most of 
that comes from the outside. We put $8 million in steel which will 
come from the outside. 

Mr. Brownson. You do not have too much offshore procurement ¢ 
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Mr. Epwarp WiiuiaMs. Offshore procurement for military pur 
poses, about $11 million. 

Mr. Brownson. For FOA priority has been given to stateside 
procurement ¢ 

Mr. Epwarp Wriiutams. Yes. 

Mr. Tuomas. If you will look at the last pages of the report | 

gave you, it will give the breakdown. 

Mr. Evwarpo Witau1ams. We have not insisted that they buy any 
thing from the United States except one thing that we made an 
absolute condition, and that is the two thermal generating plants. 
There is a fad, really, for American manufacture in Spain. 

Mrs. Sr. Gxorcr. So that is not a problem? 

Mr. EpwArp Witi1ams. No. We cannot sell them steel rails. The 
Germans and Belgians can undersell us. We cannot compete with 
them on that. 

Kverything was on the black market when we came here; practically 
everything except cotton. You could not get cement. Now I under- 
stand you can. 

I was asked about the forecast for the future. When you stop to 
think they have had controls on everything, you cannot say what the 
potentials are. When everything has been so tight, you cannot tell 
what will be the demand. They have milked the companies. We keep 
preaching to them that we believe in manufacturing more cheaply. 
That is hard to get over. 

Mr. Tuomas. If I may answer one question, while it is true the 
estimate on gross national product is pretty rough, we have esti- 
mated that for the next 2 or 3 years, at least, the gross national 
product will have to increase a minimum of 2.5 percent a year if 
they are going to be able to sustain their role in this partnership. 

Mr. Epwarp Wiiuiams. I think that is right. And when we say 
increase their gross national product 2.5 percent, that is really a com 
pensatory thing. It is to keep it where it is today, because if the 
standard of living went down I think we would have a very severe 
reaction here. We have got to bear those things in mind all the 
time. 

On the question of dividing that $44 million, they say to us, “We do 
not think that is what the legislation says.” We say, “Yes. There 
have been amendments made.” I sent a cable this morning that we 
have been presenting our views here, and now we have to try to sell 
them to the Spanish without any bad reactions. 

I have had to pay my own bills all my life, and when they ask us 
for estimates, everything my name goes on is an honest estimate. We 
do not ask for $2 million expecting $1 million. I think that is bad 
business, 

Mr. Brownson. We do too, and we have had too many budget 
officers who were trained as military supply officers. 

Mr. Epwarp WituiAMs. We are just as nice as we can be, but when 
the time comes we can be tough, too. 

Mr. Brownson. Going back to the possible inflationary effect of 
these bases, you said there might be local inflation. If there were, 
would it not be localized in the cities? 

Mr. Epwarp WitiiaMs. Yes. It would hit Madrid and Seville. 
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Mr. Brownson. And it would work a greater hardship on them 
than on the people who live in the agricultural sections ? 

Mr. Epwarp WitiiAms. That is right, and we are watching that. 
The best man to do that is the labor attaché. 

Mr. Brownson. Who is vour labor attache / 

Mr. Enwarp Wituiams. Mr. John Correll. I was quite relieved 
when I ran across him. I found out he went to Kenyon College. 

Mr. Harrison Winuiams. What is his background / 

Mr. Epwarp Witiiams (to Mr. Thomas). Can you answer that? 

Mr. THomas. He was a teacher for many years, and then went to 
Greece and South Africa, where he served as labor attaché. He has 
a joint role in advising the Embassy and the mission, and he is a very 
fine man. He did a fine job in Greece. 

Mr. Epwarp Winutams. The Spaniard is a monarchist. If you ask 
the Spanish why they want to do something, they say it is the royal 
will. their will, and that is all there is to it. There is a great national 
spirit in one sense, but not a centralized national spirit. 

Mr. Brownson. I am very impressed with the fact that they have 
the old-fashioned idea of waiting until they have the money to do 
something. 

Mrs. Sr. Grorcr. I think that is excellent and we should not dis- 
illusion them. 

Mr. Epwarp Wituiams. If you go around and watch them shop, a 
housewife will go from store to store seeing what she can buy with 
the few pesetas she has. ‘They have had increases in wages of about 
00 percent since Wwe have been here, but they were overdue. 

Mr. Brownson. What would an average stenographer and an aver- 
age motorman get, to give us some idea of the wage scale ? 

Mr. Rusorrom. Do you want me to take that ? 

Mr. Epwarp Winuiams. Yes, do the best you can. 

Mr. Rusorrom. I cannot tell about stenographers, but in the con- 
struction industry, which is the main industry in Madrid now, even 
if they will tell you the average wage is 25 to 30 pesetas a day for a 
bricklayer, you have to take into consideration certain extra benefits 
that may run up to 5V or JU pesetas a day. 

Mr. Enwarp WituiaMs. About $2 a day. 

Mr. Rusorrom. And they give bonuses at Christmas and on July 18, 
but that is taken into consideration in my estimate. 

Mr. Brownson. Do they have the deliberate slowdowns we have? 

Mr. Runorrom. No. ‘They do not have that. 

Mr. Epwarp Wituiams. And do not forget you cannot fire any 
body. Plants do not like to take on additional people because they 
cannot fire them. That is very important. 

Mrs. Sr. Grorce. Do they have a specific retirement a 

Mr. Epwarp WituiiaMs. No. 

Che railway system is Government owned, and one of the problems 
we have is that INI is a Government holding company that is in all 
sorts of businesses, and we are always up against it. We try to 
encourage free enterprise instead of Government. That presents two 
problems. 

In the first place, we know by the grapevine how they divided up 
up the $30 million this year. The Cabinet gets together and each 
Minister presents the requirements 6f his Ministry. That does not 
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always fit in with the economic picture at all. Then we have to come 
in, and that is not always easy. 

I just put it squarely up to one of the Ministers whether it would 
create an official situation if we refused to do it, and he said that was 
right. He said that he had gone to them privately and had told 
the m, “You do not want to take a chance with your own investments, 
but if you do not do it, INI will do it. You may be playing it safe, 
but you will end up some day where you will not have any business 
at all.’ 

Another thing we did, in trying this technical-assistance thing one 
idea we had, which I thought was an excellent idea, we got up a 
technical-assistance program involving some 40 young executives. We 
wanted to send them over for 16 months to learn business manage 
ment. The idea we had behind that was that in the businesses here 
that have been inherited, you will not get the old fellows to change 
but if you could get the sons, those that 2 or 3 years from now will 
be the real leaders, I thought we would be doing a good thing. Some 
of these things have to be absorbed. We wanted them to stay there 
16 months. We finally got an accord on that, but there was objection 
at first. 

Mr. Brownson. That was FOA in Washington that raised the 
objection ? 

Mr. Epwarp Witiiims. Yes, at first. In these technical-assistance 
things, it seems to me the technical assistance is fine, and veeree 
knows they need it in Spain, but a great deal depends on the person 
involved in the project. You can get people who are able, but if you 
are going to send a half dozen people here who are able but they keep 
the information to themselves, we will not get the potential benefit 
out of it. 

Mr. Brownson. How much money is there over here available for 
investment purposes, in private banks and holdings? 

Mr. Epwarp Witriams. About 15 billion pesetas a year, and you 
can count on the Government taking 9 billion. That leaves 6 billion 
pesetas. They tell me they need 30 billion. I think that is high, but 
they should have at least double what they have. 

By the way, I think we have talked too much about selling surplus 
products. They get the idea they are helping us as muc . as we are 
helping them. We have not approached them officially, but we are 
turning over in our minds if we could enlist the aid of the banks to 
get these pesetas out in the smaller industries. For instance, we put 
$7,500,000 in a thermal generating plant. I have no doubt the bene- 
fits will seep down to the small shops, but they do not appreciate that 
somuch. If I could find where they have a broken-down local plant 
and put $50,000 in pesetas getting a new diesel plant put in, people 
passing there every day could see what we = and that would do a 
lot of good. Of course. we cannot do that, but if we could in some 
way on a sound basis let the banks do that, that is the kind of job I 
think I would like to do. 

Mr. Brownson. Are you able to do something of that kind on a sub 
contract basis ¢ 

Mr. Epwarp Witu1AMs. We cannot do that directly. You cannot 
look around for the small contractors. 

Mr. Brownson. They are getting very critical on that in the States 
at. the present time. In my district I have 10 machine shops about 
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to close because Allison does not subcontract any more. I just won- 
dered if we could put in an incentive in our prime contract that would 
encourage the prime contractor to subcontract. 

Mr. Epwarp WituiaMs. We are certainly trying to do that, because 
I spent 2 years trave Jing i in Europe on my own, and it seems to me we 
have not gotten over to the people what we are trying to do and what 
we have done, and we have not always preserved the good will that I 
think we can preserve in Spain. 

Spain was a world power long before England and France were 
world powers. They may puff up about Gibraltar, but they really 
have no aspirations that way. Maybe we have a virgin field here to 
learn how to make friends. 

I do think we will get some reaction here in Spain, and I think that 
can be best summed up that they look on us as big brothers. 

Mr. Brownson. Are most of your contracts here negotiated or open 
bids“ 

Mr. Epwarp Wiiutams. We like to have open bids where we can. 
We encourage that. But of course that is not the Spanish way of 
doing business. Their idea of bids is to take the lowest bid and then 
negotiate some more. It seems to me that is very unfair. Ts ike a big 
contract like putting in a blast furnace. It ts akes $4,000 or $5,000 for 
an American firm to come here and make a bid, and if it is the lowest 
bidder, I think it is unfair to negotiate further. The Germans come 
in and bid, and the French and Belgians. 

Mr. Brownson. Are their cartels holding down production 4 

Mr. Epwarp WinturaMs. No, not really. 

Mr. Brownson. Is the unemployment situation bad here? 

Mr. Epwarp Witurams. Not particularly. There is underemploy- 
ment in this sense: These INI industries, particularly, have too many 
employees. I made a comparison between the number of employees 
of a Spanish railroad line and of the Denver & Rio Grande, which 
haul about the same, and the Denver & Rio Grande employs between 

8,500 and 9,000 whereas the similar line in the Spanish railroad system 
e employs 139,000. 

In the first place, they do not have airbrakes. They have to have 
somebody for passenger and freight service. You see them breaking 
rock by hand. ‘Then these people are put on the payroll because they 
figure it is better to have them on a payroll than to be giving them 
something. The Spanish usually have reasons for what they are 
doing. 

Mr. Brownson. You mentioned the purchase of a blast furnace. 
Will you give us a few details about that? 

Mr. Epwarp WitiAms. There is a company, Empresa Nacional, 
that isa subsidiary of INI. They started building an integrated steel 
plant at Aviles which will cost about $250 million. The reason they 
seid they were building it was because there was not sufficient steel 
produc tion in Spain and the privately owned plants would not expand 
their plants as they should. The private owners will tell you they 

could not get the exchange to expand their plants. 

Mr. Brownson. How muc “ will be expended on the base const ruc- 
tion program in fiscal year 1955 funds? 

Mr. Epwarp WILLIAMs. We e had better get Mr. Sause to give you 
that. 
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Mr. Brownson. I think it may be an excellent thing, if we could 
do it, if we could adjourn now and then instead of taking advantage 
of the full Spanish lunch hour if we could get back at 3 o'clock for 
another hour. 

Mr. Epwarp Witiiams. Sure. The unfortunate part of this job 
is that we have to keep both American and Spanish hours. If you 
want to see a Minister, you can never see him until 7 o'clock. They 
will keep you up all night, and by 11 o’clock I am so hungry I do not 
know what to do, and that is sort of tough. Back in Washington 
somebody may think you are having a lot of fun, but it is not fun. 
The things done in Spain are largely done on a personal basis. You 
have to do it that way. We try to keep a personal relationship all 
the time. 

Mr. Brownson. Then I suggest if it meets with your accord that 
we recess until 3 o’clock. 

(Thereupon, at 2 p. m., a recess was taken.) 


AFTERNOON SESSION 


Mr. Brownson. The meeting will come to order. 

Mr. Williams, a question came up at lunch that we might clear up. 
[ think, Mrs. St. George, you originally raised the question. 

Mrs. St. Grorer. I was merely thinking that in view of the fact 
so much of the work in Spain is on a personal basis, meeting with 
these Spanish representatives in an informal way, whether the ques- 
tion of representation did not play a large part in Spain, and whether 
the representation allowances were adequate, and also if it was not 
quite a handicap to our people ? 


FURTHER STATEMENT OF HON. EDWARD L. WILLIAMS, MINISTER 
FOR ECONOMIC AFFAIRS AND DIRECTOR, UNITED STATES OPER- 
ATIONS MISSION, MADRID, SPAIN; ACCOMPANIED BY ROY R. 
RUBOTTOM, DEPUTY DIRECTOR, UNITED STATES OPERATIONS 
MISSION, MADRID, SPAIN; AND OLIVER L. SAUSE, Jr., INTER- 
NATIONAL ECONOMIST, UNITED STATES OPERATIONS MISSION, 
MADRID, SPAIN 


Mr. Epwarp WiiuraMs. I would not have brought that up, but it 
is correct. Personally, when I came here I expected it to cost me 
some money, and I did not mind its costing some, but it did cost more 
than I had in mind. It is a question of prestige, and prestige is 
magnified in Spain. 

When I came over here, under the statute I have a rank equivalent 
to Minister, but I also have a personal fund from the President. I 
want to urge upon you, that it is a most important part in Spain. 
We have to deal with Government officials; we have to deal with the 
other embassies and legations; we have to get a lot of our informa- 
tion from private sources. And getting information does not mean 
just giving parties and paying back debts. 

We asked for $7,500 this year. We got $5,000. We get something 
like $8,000 from the Embassy for taking over the Economic Section. 
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Generally speaking, it costs more than that. I think our figure was 
right. 

Mrs. Sr. GrorGe. You mean $7,500 4 

Mr. Epwarp Wi.utaMs. Yes. 

I think that is also true of the Embassy. Mr. Byington and Mr. 
Rockwell and others I am sure have to spend more than they are 
allowed. For people who are in the career service and the only 
income they have is the salary and allowances they get, I think there 
is no question they could well be allowed more and it would not be 
splurging. 

Mrs. Sr. Georce. In other words, you mean it puts some of them 
at a disadvantage / 

Mr. Epwarp WitutAms. It puts them all at a disadvantage, some 
more than others. The Spanish are very generous people and you 
cannot pass those things up. 

Mr. Brownson. You spoke about putting the program on the basis 
of a loan rather than a grant: is that right / 

Mr. Epwarp Witiiams. Under the McCarran amendment we sell 
them $55 million of agricultural products and take out 20 percent 
for expenses. That leaves 80 percent or $44 million to build up the 
economy of Spain. 

Mr. Mraper. Is that in pesetas? 

Mr. Epwarp WitiiAms. It is $55 million of products we sell, but 
we sell them for pesetas. We take back 20 percent or $11 million of 
that in pesetas for our expenses, and the balance of 80 percent, which 
is $44 million in pesetas, is to bolster the economy of Spain. 

They figured out in Washington that $40 million of that $44 million 
would be on a long-term loan basis. I think that comes as a shock 
to the Spaniards. 

Mr. Brownson. You mean they would rather have it as a grant? 

Mr. Epwarp Witt1ams. Yes. If we were loaning them 44 million 
in dollars they could do what they wanted to with it. 

Mr. Brownson. I was trying to get that in proper perspective with 
the statements you made be fore about the Span ards be Ing very proud 
and preferring things on a loan basis. 

Mr. Epwarp WituriAms. I think they do want to do that, but my 
own feeling is they are going to say to us—we have already had in- 
timations to that effect—*There is a lot of difference between loaning 
us dollars and letting us buy agricultural products on a loan basis.” 

We will say to them, “We have that direction from Congress and 
have to divide it up. That is one of the decisions made in Washington.” 

So it will be a hard job, but we will do our best to sell it to them. 
And I do not want them to get the feeling from that construction 
of the McCarran amendment that they could get by better by perhaps 
going around and doing some politicking than dealing through the 
executive branch of the Government. 

Mr. Brownson. You mean the executive branch of their Govern- 
ment ¢ 

Mr. Epwarp Wiiulams. No; our Government. 

Mr. Brownson. You mean by their representatives in Washington 
approaching our Government representatives ? 

Mr. Epwarp Witui1ams. That is right. 

Mrs. Sr. Grorcr. Has there been any evidence of that starting up 
at all? 
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Mr. Epwarp WiiuraMs. I would not say starting up. They had a 
public relations man in Washington for a while. 

Mr. Brownson. Of course that is something we do all over the 
world too. 

Mr. Epwarp Wititams. Yes: we do. 

I think the best thing to sum up what I am trying to say about that 
is that Spain is not the strongest nation in the world, and Spain is not 
going to save the world from communism alone. Nor should we look 
at Spain as the stone that was cast away and might become the corner 
stone of the temple. But they have got trust and confidence in us, and 
1 think there is a risk in thinking you can say, “It is just another 
eountry.” 

sometimes I think we do take for eoranted our friends too much, 
and I feel in fighting this communism you are not going to win the 
fight by the military or with just dollars. I put a great deal of value 
on the spirit of the people we are dealing with. I think we ought to 
be very careful to hold on in a country like this. They look up to us 
asa big brother, and a big brother can sometimes underestimate his 
little brother. 

\lso. we come over here with $85 million and we always look 
what will help out the military. We find their railroad system needs 
rehabilitation, and for military reasons we place particular emphasis 
on the line between Cadiz and Madrid. We asked them to devote 
money out of the economic aid funds to that, and we reduced that to 
around $11 million. 

They came back and said this: “See here, our whole system is run 
down and we need many times more than $11 million, but you have 
chosen the line that is our best line and asked us to spe nd $11 million 
on it. We do that purely to serve your bases, and it ought to be a 
military expenditure.” 

That was not so easy to answer, because there had been a lot of talk 
before we ever had the agreements, and some quarters of the Spanish 
Government had an idea we had another $25 million to put into 
transportation. 

Then we put $3 million in building highways from Cadiz to Ma- 
drid. Really that is capital equipment, because it is rock-crushing 
machinery and such as that. 

Mr. Brownson. That is the point I was trying to make at the Em 
bassy this morning, about drawing the line between military aid and 
economic aid. 

Mr. Epwarp WiniaMs. It sort of provokes me to hear the military 
or anybody say, “We have $20 million of ‘our’ money.” It is nobody’s 
money. But you cannot afford to antagonize the Spanish by pressing 
them too far so that they will get the idea that the only purpose the 
United States had was military. We cannot let them get that idea. 
We do not have to advertise that we want to raise them up to our 
standard of living, but if we do not give them some idea that we are 
interested in their welfare, it is not so good. 

Mr. Brownson. How much will be expended on this base construc- 
tion program out of fiscal year 1955 funds! 

Mr. Epwarp Wiuu1aMs. Get Mr. Sause. 

Mr. Brownson. Any questions while we are waiting? 
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Mr. Meapver. Did I understand that the question you had with the 
Spanish was whether the blast furnace should be built at the INI 
facility or at a privately owned facility; or was it a question of 
whether the blast furnace, wherever located, would be bought on open 
bid with the British bidding or from an American manufacturer 

Mr. Epwarp Wiis. It is a mixture. We felt it was a mistake 
for the Spanish to have started this new steel plant, which will cost 
about $250 million. We felt it would be better to build up the plants 
they had. 

Mr. Mraper. Was that something they initiated completely on 
their own? 

Mr. Epwarp Wititams. Yes. That was before we had any agree 
ments. ‘They had already sunk 40 or 50 million dollars in it. 

Mr. Mraper. That was the first time INI was engaged in the steel 
business ¢ 

Mr. Epwarp WitttAms. It has not yet. And there was no question 
they needed another blast furnace. What we wanted them to do was 
to use their free exchange and credit for that blast furnace. 

Mr. Runorrom. Approximately $10 million of their investment was 
on fairly long-term credit extended by the British. 

Mr. Mraper. No Export-Import funds had gone into this steel 
plant up to the time you are discussing ¢ 

Mr. Enwarp Wituiams. No. 

Mr. Mraper. There seemed to have been two problems there, and 
I wondered whether the political situation affected both of them or 
only one. 

Mr. Epwarp Wiiuiams. The political situation affected only one, 
and that was whether we would give any money to Aviles or not. We 
finally cut it down to $4 million. That was where the political 
thing came in. 

Another thing that is interesting, we were talking about cement. 
We thought we could increase the production of cement materially 
by spending money in spare parts and machinery. They wanted to 
build a new cement plant at La Linea near Gibraltar. We questioned 
them about the limestone down there and the transportation facilities. 
The geology was not so good, and they would have to build a dock 
down there and a railroad spur, so it was not the best place to put e 

I finally went to the Under Minister of Commerce, and I said, “ 
will tell you what is going through my mind. You have some ane 
with the British about the Spaniards that go to Gibraltar to work 
every day, but this cement plant would not serve your needs. A big 
cement plant only employs about 250 people, and those people will 
not be anxious to work in a cement pl: int because the business around 
La Linea is not legitimate business, but contraband. Those people 
would make about 40 or 50 pesetas a day and bring in nylon stockings 
or something like that.” 

The fellow looked and me and laughed. He said, “How do you find 
out things like that?” 

I told Mr. Stassen about that. We will not hear any more about 
a cement plant at La Linea. 

Mr. Brownson. This blast furnace, is that not the one that was 


on again and off again and Koppers came into the picture and the 
bidk ling? 
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Mr. Epwarp Wiiiams. The bid they wanted to accept was 
Koppers’. 

Mr. Brownson. Who wanted to accept it ? 

Mr. Epwarp Wititams. The Spanish purchaser. We told them 
we would not disapprove. Then there were three questions that 
arose. One was whether the Koppers bid or any other carried all 
the essential elements of a blast furnace. Another was, if we say 
we want to put $4 million in a blast furnace to be built in a year’s 
time, we want to be sure it will be built in a year’s time. Our objec 
tions were ameliorated when we examined the contract. 

(Information later supplied by the Foreign Operations Administra 
tion in Washington was to the effect that subsequent review of this 
matter has resulted in approval of the purchase from Koppers. ) 

Mr. Rusorrom. I have some figures which are the best we can come 
up with on the question you were asking about. 

i Mr. Brownson. On how much will “be expended on the base con 
struction program out of fiscal year 1955 funds ? 

Mr. Rusorrom. Yes. Converting the pesetas into dollars for 1955 
r the total estimate would be ane $28 million; and the officer in charge 
of construction estimates 70 percent of the construction dollars in 
1955 will be expended as seh is, so that you would have to add 
another $12 million to that and come up with about $40 million for 
fiscal 1955. 

Mr. Brownson. That is for the airbases? 

Mr. Rusorrom. That would include all of it. Military facilities 
would include both the Air and Navy. 

Mr. Brownson. This is aid furnished by us? 

Mr. Rusorrom. Seventy percent of that $40-million estimate would 
be spent as pesetas. 

Mr. Brownson. Thirty ~— would be appropriated funds. I 


eR OT 


i came up with figures of $40 million for airbases and $18.5 million 
for naval bases. Do you Seaman it to the Congress as $40 million 
é for airbases and $18.5 million for naval bases? 

; Mr. Enwarp WititaMs. Let us check on that. 

é Mr. Brownson. Would it be better to get that from General 
% Kissner ? 


Mr. Epwarp WititaMs. Yes. 

Mr. Brownson. Are these expenditures, from an economic stand- 
point, in the nature of capital investments as such ¢ 

Mr. Epwarp Wittitams. Yes, capital investments in military 
facilities. 

Mrs. Sr. Grorce. Only ? 

Mr. Epwarp WititAMs. Yes, only military facilities. 

Mr. Brownson. As I understand it, a considerable amount for base 
construction and end-item assistance will be spent in fiscal year 1955. 
What I am curious to know is what has been done to offset the in- 
flationary impact of base construction expenditures / 

Mr. Epwarp Winu1Ams. Economic aid is the only thing. The mili- 
tary do not have anything to offset it except they are bringing some 
things in from the outside, and there is a difference between the 
expenditure of $40 million coming out of Spain and where a large part 
comes from the United States. 

Mr. Brownson. What we are curious about is this: After this 
money starts getting into the economic lifeblood of this Nation, if it 
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creates inflation they will come back and ask for more funds to close 
up the gap of the inflation created by our own money. 

Mr. Epwarp Wittiams. At this time I do not think there is any 
crave danger of that. 


Mr. Rusorrom. It seems to Mr. Chairman, as Mr. Williams 
pointed out this morning, the visitehe undersupply of cement has been 
overcome. The steel production is up 18 percent and maybe more. 


We feel the impact of the economic-aid program 1s prim: avily 1 respon- 
sible for the cement betterment and for the steel betterment. 

In the textile industry there is no visible shortage, so that leaves only 
housing, which is notoriously bad, but a lot of money is going into it 
with Government support. 


Mr. Brownson. That is what I was trying to bring out: if there 
was some industrial potential that was not being utilized to the fullest. 
Of course, we have to realize that quite a portion of this money is being 


spent sel te 

Mr. Rusorrom. Another point is that the Spanish Government, as 
you know, is a very strongly centralized government, and they strictly 
ration all types of luxury goods, particularly those imported, like 
automobiles, with the result the ordinar y people do not have the money 
to spend for that sort of thing. 

Mr. Brownson. I understood that originating from your office or 
the office of the economic section of the Embassy, which I now under- 
stand is an identical operation, there had been some reports sent in 
that indicated there were serious causes for concern as to the overall 
Impact. 

Mr. Epwarp Witiiams. We are going to spend money over here, and 
we will draw on Spain for some of the things we need. On top of that, 
the Spanish are making large expenditures on their military. The 
population is increasing about 300,000 a year, and there have been 
shortages for a long time. 

Then there is always the psychology of inflation. The only thing 
[ notice that have gone up are the deluxe hotels. T have made inquir- 
ies, and you do not. see any great signs of increases in the cost of living. 

I think we will have to look forward to giving some aid for 1956 
and we have recommended aid for 1956 to keep up their standard of 
living plus taking care of this impact from military expenditures and 
the increase in population. That will not increase their standard of 
living, but keep it from decreasing. 

Mr. Brownson. We are interested in finding out what the request 
for 1956 will look like. 

Mr. Epwarp Witniiams. The request for 1956, I think, can at least 
in part be on a loan basis. I think there is a difference between a dollar 
loan and a peseta loan in Spain. 

Mr. Brownson. What commodity prices are under rigid controls 
here 4 

Mr. Rusorrom. Nothing except rents. 

Mr. Epwarp WituiAms. There is still some rationing. 

Mr. Brownson. Is this new construction we saw on the outskirts of 
Madrid private construction or Government contraction. 

Mr. Epwarp Wittiams. Both. My own feeling is that around 
Madrid in the top-level apartment houses I am not so sure but that they 
have enough. I think it is sufficient if it is completed. <A lot of this 
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building has been going on a long time. They start and run out of 
money and quit. This place over here [indic ating |, they have been 
going on and off of that for over a year. 

Mrs. Sr. Grorce. What is that going to be? 

Mr. Epwarp Witxtams. A very wealthy man gave that for chari 
table purposes. 

Mr. Brownson. Is it correct to suppose, then, that sizable sums will 
have to be requested of Congress in the future for economic aid to 
Spain ¢ 

Mr. Epwarp Witi1ams. We would think that would be minor be 
yond next year. 

” Mr. Brownson. I understand the defense budget of the Spanish 
Government is 4.1 percent of its gross national product. Is that 
correct ¢ 

Mr. Epwarp Wititams. Mr. Sause will have that figure. 

Mr. Rupsorrom. I think the military expenditures are close to 40 
percent of their total income. 

Mr. Brownson. I am talking about the gross national product 
What is the Spanish Government doing, if anything, to enlarge the 
base of the whole economy ¢ 

Mr. Epwarp Witiiams. Each of these ministers has plans that ex 
tend over 5 years, covering soil conservation, reforestation, and so 
forth. RENFE has plans, 

Mr. Brownson. What is RENFE ? 

Mr. Epwarp Witu1aMs. The Government-owned railroad. 

Mr. Ruporrom. It stands for Red Nacional de Ferrocarriles. 

Mr. Brownson. In other words, they have a lot of plans and very 
little money ¢ 

Mr. Epwarp WituiAms. Yes. And sometimes their plans are very 
grandiose, ‘They come and say, “We want such a piece of machinery. 
You have it in the States.’ 

We say, “Just because we have it in the States does not mean it is 
good for you. We pay more for labor.” 

We have to show them those things. 

We have given them rock-crushing machinery, but on the other 
hand we would be foolish to ship them machinery to do everything 
because that would displace the employme nt of a lot of people. 

Mr. Brownson. We had an interesting series of hearings in Wash 
ington on the FOA’s end-use controls in Indochina and in Greece. and 
were favorably impressed with the fact that FOA’s end-use check 
came up with the answers very expeditiously. What do you do along 
that line? 

Mr. Epwarp Wii11AMs. We try to figure out the need and propriet 
for it when we allocate the money. We try to figure out how iota 
it will take to do it and what purpose it will serve. Then, having 
done that, we try to draw up a project agreement or allocation that 
will make certain that the money will be used as and for what we 
decide upon. Then we watch it further. 

If we release pesetas to RENFE there will be money for RENF] 
to build the line from Cadiz to Madrid. RENFE has a aiarleunt 
for accounting and auditing to determine that they have spent the 
money for proper purposes. 
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Mr. Brownson. Does that operate under your Controller Section ? 

Mr. Epwarp WiiuiaMs. Yes. 

Mr. Brownson. Is Mr. Thomas your Controller ¢ 

Mr. Epwarp WitiiaMs. Yes. 

Mr. Brownson. Mr. Thomas, have you had good cooperation from 
the Spanish in your end-use control operation / 

Mr. Tuomas. We have not started that yet because it is only in the 
last 2 or 3 months the commodities have come in. But we anticipate 
no difficulties. We have explained the end-use program to them in 
detail. They are going to have a program of their own and we will 
have one, and we will coordinate the results, and I think we will have 
an end-use program that will amount to something. 

Mr. Brownson. But as yet you have made no end-use checks? 

Mr. Tuomas. No. We have made some procedural checks, particu- 
larly on cotton. 

Mr. Mraper. Mr. Chairman, might I ask a question ? 

Mr. Brownson. Yes, Mr. Meader. 

Mr. Meaper. Do you have any connection with the projects man- 
aged or supervised by the Export-Import Bank under the earlier 
program ¢ 

Mr. Tuomas. We have none except we receive reports from the 
Export-Import Bank as to the amounts expended against the amount 
allowed. 

Mr. Epwarp Witurams. And they are slow in giving us those 
reports. 

Mr. ‘THomas. There have been times progress reports have been 
asked for and I think some are available, but it has been about 9 months 
since any reports were asked for from the Export-Import Bank. 

Mr. Mraper. Do you get your reports from Washington ? 

Mr. Epwarp WituiaMs. Yes. 

Mr. Tuomas. We have no set plan for reporting, but I am sure some 
of the reports were taken into consideration when the allocations were 
originally made. 

Mr. Epwarp Wiiu1AMs. If it was a loan to any segment of industry 
we checked to see if that was used up. J 

Mr. Browxson. You have no Export-Import Bank personnel in 
Madrid ¢ 

Mr. Rusorrom. No, but the man who was here from Washington 
in connection with the $62 million, Mr. Curry, has all that informa- 
tion in his files, and all that material was used and what was done 
and remains to be done was taken into account in determining the 
$85 million this year. 

Mr. Epwarp WiturAMs. Another thing, on this end-use check I had 
always felt that we have to be sure to set up good procedures, but 
one of the best ways is to be sure you will get what you want in 
the beginning so that we do not have a powerplant that was to take 
“ yet ars and took 5 yes ars to build. : 

Mr. Brownson. What arrangement would you think could be 
worked out? This would have to be coordinated at the Washington 
level, I take it? 

Mr. Epwarp Wiui1ams. I think if they make any loans to Spain 


we should know it. And I think we should get reports on the $62.5 


million, as to what portior has been used up. 
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Mr. Brownson. Have you ever requested that information through 
FOA Washington 4 

Mr. Evwarp Witutams. Yes; we have. 

Mr. Brownson. But you would like to have it asa matter of routine, 
that when any loans were made to Spain you would be advised ¢ 

Mr. Epwarp Witutams. Yes. I do not think we are set up to 
administer the Export-Import Bank’s loans in all details, but suppose 
tomorrow a big company said, “We will build something in Spain 
that will cost $4.2 million, and we want you to finance part of it.” 
We should know that, because it will have some bearing on what 
we do. 

Mr. Maver. Would not the studies that they might make prior to 
approving a loan for a specific project be helpful to you in your 
consideration of the project ? 

Mr. Epwarp WiuiAms. Yes, and we have that for the $62.5 
million. 

Mr. Meaper. You have that? 

Mr. Epwarp Wiiurams. Yes. Mr. Curry and Mr. McCaffrey were 
here before the agreements were entered into. 

Mr. Meraper. Have there been economic studies made? I under 
stood there were in 1951. 

Mr. Epwarp Witiiams. Yes. That is called the Sufrin report. 

Mr. Meaper. Has that been of any assistance to you in the deter 
mination of projects ? 

Mr. Epwarp Wiiu1aMs. In some portions it has been good and som: 
it is not good, but I do not think you can blame the report. That was 
done by a small staff, and a lot of these things you have to pick up from 
time to time to find out what is at the bottom. 

For instance, the increase in cement is 30 percent. I think a lot of 
that is psychological. I am not sure they were producing all the ce 
ment they could produce, and I think they held some back for the ee 
market, and when we came in here I think they began to loosen up a bit 
I think the same thing is true of steel. 

Mr. Sause is here now. 

Mr. Brownson. Mr. Sause, our principal question is, how delicate 
is this potential inflation impact in Spain of both military construc 
tion and capital investment, and what are we doing to make sure that 
program does not turn out to be more of an infl: itionary danger than 
it is? 

Mr. Sause. That is a judgment. 

Mr. Brownson. That is what we want. 

Mr. Sausr. I feel in a delicate position to express an opinion. I can 
give you a personal opinion. 

Mr. Brownson. All right. That is why we are here in Madrid 
instead of in Washington. We want to know what you people in the 
field think. 

Mr. Sause. I will have to look to my boss. 

Mr. Epwarp WituiaMs. Go ahead. Shoot the works. 

Mr. Sausre. At the moment there is no immediate danger of inflation 
from the military program because they have not spent any money. 
That is not to mean there is not a potential danger of price rises in 
Spain. The Spanish Government is committed socially and politically 
against projects beyond their means. 
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We have a drought condition which results in electricity restrictions. 
The effect of electricity restrictions on production is hard to measure, 
because some of the larger plants have standby plants. 

Mr. Brownson. What do they use for those standby plants? 

Mr. Sause. Diesel. 

Offsetting the effects of the electricity restrictions and the drought 
and its effect on some agricultural produc ts is the fact the wheat crop 
has been the third largest in Spain’s history. The effect of the high 
wheat crop plus the deliveries or the potential deliveries of American 
aid is to dampen price increases, although price increases have been 
taking place. 

This year we estimate the Government debt will increase by 10 
billion pesetas. The ordinary Government budget runs about 25 
billion pesetas. They have their ordinary budget and a budget for 
agencies that carry on irrigation, dam construction, road repair, and 
the Nacional Institute of Industry (INT). 

Mr. Brownson. What will both budgets combined run this year / 

Mr. Sause. I would say around 34 billion pesetas. 

Mr. Brownson. And they will run about 10 billion pesetas in the 
red ¢ 

Mr. Sause. Yes. Those are very, very round figures. I can supply 
more accurate heures. 

Mr. Brownson. I wish you would. 

What percentage of the budget is spent by the Spanish for defense ? 

Mr. Sause. About 30 percent for de fense. I would like to check 
that for accurate figures. There is no meaningful way of relating 
that to the @Tross national product because we have only guesses on 
that. 

Mr. Brownson. We learned this morning that about 33 percent of 
our $85 million economic aid is going into commodities. Is that 
correct ¢ 

Mr. Sause. That is correct for this year. 

Mr. Brownson. Looking at 1955, what funds do you have in your 
ap ypropriations request for 1955 intended to be used to offset the in 
flationary effect of the base construction program ? 

Mr. Sause. $55 million in section 109 of the act. 

Mr. Brownson. That is the McCarran amendment? 

Mr. Sause. Yes. 

Mr. Brownson. I have as the amounts to be expended on the base 
construction program in fiscal year 1955 funds, $40 million overall for 
airbases and $18.5 million for naval bases. Is that right? 

Mr. Rupsorrom. Off the record. 

(Discussion off the record.) 

Mr. Brownson. We had figures coming out of Washington of ap- 
proximately $40 million for airbases and $18.5 million for naval bases 
for 1955. 

Mr. Sause. That is something the JUSMG controller can answer 
better than I. 

Mr. Brownson. What I was trying to develop with the figures is 
this: This seems to be a different ratio for fiscal 1955 than for fiseal 
1954, the ratio between defense spending on the bases and the defense 
spending they have had on capital foods in 1954 compared to your 
offsetting funds. 
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Mr. Sause. I am not sure I follow you. 

Mr. Brownson. In fiscal 1954 you had a ratio of 47 percent to 53 
percent. 

Mr. Sause. 47 percent was dollars ¢ 

Mr. Brownson. 47 percent was your commodities expenditures vo 
offset the inflationary etfect of the 53 percent. In the 1955 budget 
your ratio is $55 million to $109 million, which is a different ratio if 1 
am correct in the way I jotted down your figures. 

Mr. Savuse. I am not clear. 

Mr. Epwarp WituiaMs. As I understand, what you are driving at is 
this: Is the increased expense due to th~ military operation offset by 
what is brought in? 

Mr. Brownson. Yes; and if there is a different ratio between 1954 
and 1955. 

Mr. Epwarp Wititams. Several things happened to change the 
situation as it looked when the agreements were entered into and this 
S55 million figure was set up. 

One was they suffered from drought, damage to their citrus crop 
and to olives. We figured we would not have to meet everything that 
would come up with defense-support funds. Part of what we brought 
in for 1954 will bring in results in 1956. 

Mr. Sause. Maybe if I reviewed briefly the situation as I see it. 

Mr. Brownson. Let us go off the record a minute. 

(Discussion off the record.) 

Mr. Brownson. What provisions are in effect for adjusting the ex 
change rate of the peseta for dollars? 

Mr. Eywarp WitutaMs. I cannot answer that question. When we 
talked about counterpart they settled on 35 to 1 for counterpart, which 
was close to an average of their various rates then in effect, which was 
not a rate at all. When they needed wheat last spring we sold them 
$20 million of wheat for pesetas and they wanted that same rate. I 
told them it should be the real value of the peseta on the market, and 
the best rate was the Tangier rate, but they said the Tangier rate was 
a black-market rate. 

Mr. Brownson. In other words, you adjust the exchange rate by 
mutual agreement and there is no automatic machinery to adjust it? 


Mr. Epwarp WituiAMs. That is right. They wanted an agree 
ment last year that they would be protected on the appreciation value 
of the peseta. That question may come up again on this loan and I 


have asked for instructions from Washington on that. 

Mr. Brownson. Do some of the Spanish regulations act as a drag on 
the Spanish economy, particularly the private enterprise economy 4 

Mr. Epwarp Wituiams. Sure they do. For ex: imple, we would like 
to see more private capital put into thermal generating plants. That 
is one of the things vou nee ed most for the Spanish economy, and those 
who need the power have more potential, but they are afraid to put 
in their money. They are afraid they might be nationalized. 

Mr. Brownson. W hi at percentage of the economy do you estimate 
is nationalized 4 

Mr. Epwarp Wit1AMs (to Mr. Rubottom). What would you say, 
20 percent ¢ 

Mr. Rusorrom. I doubt it is that much. 


55984—55 8 
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Mr. Epwarp WitiiamMs. You see, they have the railroads. I do not 
know how you would put a value on that. 

Mr. Brownson. All you can do is guess. 

Mr. Epwarp WittraMs. In the late 19th century the Spanish rail 
road system was as good as any in Europe. But itisrundown. They 
have locomotives built in 1858 still running. 

The traction here and in Barcelona and Seville is municipally 
owned. If you are here in the cold wintertime and you realize all 
these people go home for lunch, they must lose from 2 to 4 hours a day 
wait ing on buses and on streetcars. If we could do some thing to help 
out that situation I think we would do a great deal. 

But how are we going to do anything? They are municipally 
owned. They charge about 1 cent a ride on streetcars and buses. 
Part of that is what the Government gives to the worker instead of 
wages. We think they ought to increase the rates. We think in the 
last increase in wages they should have given more take-home pay and 
less of these perquisites. 

Mr. Brownson. We could make that same statement about some 
of the recent contracts in the United States. 

What effect does this nationalization and the operation of INI have 
on making Spain attractive for foreign investments ? 

Mr. Epwarp WILLIAMS. ae is not attractive for foreign invest 
ments, in that Spain will not guarantee you will have your earnings 
paid out in dollars. Secondly, “the v feel that they have been e xploited 

inthe past. I think they exaggerate it, but nevertheless there is some 
foundation for it. They have the feeling they want to be all Spanish, 
and therefore they have the regulation that on industrial plants an 
outsider can only own 25 percent of the stock as a general rule. We 
have preached to them that they are making a mistake. That is one 
of the things that is bad. We have tried to tell them that they need 
capital. I have also told them there was not any great desire on our 
part to pour private capital in Spain, but there ought to be something 
done to attract private capital. That isa very slow process. 

Mrs. St. Georce. The same thing is true in France. 

Mr. Brownson. Is there a leeway between 25 and 50 percent of 
stockholdings ¢ 

Mr. Epwarp Wiiu1aMs. There is a leeway. They would look with 
more favor where you put capital in an industrial plant where some- 
thing could be exported. 

When you look at their exchange rates, for instance on cotton, here 
they buy cotton for 34 pesetas a kilo and sell it for 54 pesetas a kilo. 
The 20 pesetas difference is a tax, but when you look at it, it is not 
as bad as it looks on its face, because they say, ““We need 20 pesetas 

kilo to balance our foreign exchange.” And they point out that 
that difference of 20 pesetas a kilo of cotton only amounts to a few 
centsashirt. So it is not a one-sided thing. 

Mr. Meaper. Is any American capital going into Spain at the 
present time ? 

Mr. Epwarp WittiaMs. I think there is some, but very little. 

Mr. Meaper. Are there not some Texas oil men here now ? 

Mr. Rusorrom. All the concessions as far as oil exploration is con- 
cerned have been given to INI so there is a search for oil, and they 
have just renewed their contract, but at the most there are prob- 
ably not over half a dozen or eight oil wells in Spain. 
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Mr. Mraper. There is not much petroleum production in Spain ‘ 

Mr. Epwarp WixuiaMs. There is none. 

Mr. Meaper. Is that what the Texas oi] men are here for? 

Mr. Ruporrom. They have drilled two dry holes. That is a 50-50 
deal with I. N. I. That is practically the only thing we know of 
where American investors have a full 50 percent. 

Mr. Meaper. Do they have a depletion allowance here ¢ 

Mr. Epwarp Wituiams. Depletion’ I do not think they would 
know what you are talking about. ‘They take everything they can. 

Mr. Brownson. Those dry holes are the most profitable things they 
are drilling now: Off the record. 

( Discussion off the record.) 

Mr. Brownson. I understand that Mr. Sause and Mr. Mountain 
have now had a meeting of minds. 

Mr. Mountain. Mr. Sause, the committee learned this morning 
that in the $85 million of aid there was a ratio between expenditures 
for capital investment purposes to the commodity imports of 33 
percent to 67 percent during fiscal year 1954. In terms of the moneys 
to be expended in fiscal year 1955 for — construction both air and 
naval, what relation has been established between these capital invest- 
ment expenditures and offsetting commodity expenditures. 

Mr. Sause. First of all bear in mind that the funds which were 
allocated in 1954 for commodities are having their effects in 1955 in 
that the goods are being delivered. In addition, out of the 1955 
program there is at least directly $55 million from the McCarran 
amendment, plus the possibility of more under Public Law 480. In 
addition there will be some defense support. 

In relating this to military expenditures it should be borne in mind 
that 1955 is not as high a rate of expenditures as 1956 will be. The 
problem will not come in 1955, but will probably come in 1956. 

Mr. Brownson. Has any time limit been set for achieving the over 
all ends of the economie aid program ¢ ¢ 

Mr. Savusr. The objective is to offset the problems brought about 
by the military program. 

Mr. Brownson. Will that, in your opinion, be carried beyond the 
appropriation for fiscal year 1956% 

Mr. Sausre. We have suggested that it might be; yes. 

Mr. Brownson. You have recommended it, as I remember, through 
L956 ¢ 

Mr. Epwarp Witirams. That is as far as we are willing to go be 
cause it is too much of a guess. We pointed out that it depended on 
so many things there might be a requirement after 1956 or might not be 

Mr. Brownson. At this point I am impressed by the advance plan 
ning that has gone into the overall effort. 

Mr. Enywarp WitiiAMs. We have tried to do that, Mr. Chairman. 
The same thing on technical assistance. If you are hungry, what 
you want is a ham sandwich and not a cookbook telling you all the 
nice things ai could cook. 

Mr. Brownson. I believe that by and large it will be quite a while 
before private investment, either from the United States or in Spain, 

can take over the burden of economic development. 

Mr. Epwarp Witi1AMs. I think that is right. Again there is a 
psychological question. You must go about it gradually and let them 
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build faith in what we are doing. I took three of the Ministers over 
with me in April. In my opinion the Spanish labor is good labor. 
They lack technical knowledge, but they are hard workers. They 
have some very good engineers and good labor, but where they are 
lacking isin between. It is the in-between men that they are lacking. 

When we were visiting a plant in Detroit I asked what they paid 
their supervisors, and I was told $15,000 or $18,000 a year. The Span- 
ish do not have the in-between men. 

Mr. Brownson. Are the French or Germans investing money in 
Spain / 

Mr. Epwarp Witutams. I have an idea Germany, in particular, 
would rather keep Spain as a customer. 

Mr. Runorrom. The British have loaned the Spanish 10 million 
pounds sterling for steel, and the French have loaned the Spanish 15 
billion frances. 

Mr. Brownson. That was for the specific purposes of buying from 
those countries 2 

Mr. Rusorrom. Yes; from the British for the steel plant and from 
the French for the railroad. 

Mr. Brownson. In other words, a lot of the purchases for the rail- 
road will be made from France because of their loan, and a lot of 
the purchases for the steel plant VW ill be made from Eneland because 
of their loan ¢ 

Mr. Epwarp WituiAMs. Yes. 

The other day we found out on channel ports, because of rain, they 
had some spare power. 

Mr. Brownson. What is the total kilowatt-hour production in 
Spain ¢ 

Mr. Sause. Ten billion kilowatt-hours. 

Mr. Epwarp Wittiams. You have hundreds of little shops around 
here that cannot operate because they do not have the power. Heaven 
knows how much that affects the economy of Spain. 

Mr. Brownson. Any questions? Mrs. St. George? 

Mrs. St. Grorcr. No. 

Mr. Brownson. Mr. Meader? 

Mr. Mraper. What possible industries in Spain would be attractive 
to American capital if some of the things you have mentioned were 
removed ¢ 

Mr. Epwarp WituiaMs. If people were given the right to use their 
patents and trade secrets, I think if anybody were willing to put a 
couple million dollars in manufacturing something the Spanish can- 
not manufacture and which could be exported, they would have a 
better chance. But they are very careful. We know of one instance 
where somebody wants to come in. and we think they will probably 
let them come in if they put up an industrial plant, but they make 
something you ¢ annot Say isa necessity , and they are afraid everybody 
would be buying that product and they do not need it. 

Mr. Runorrom. I think we could be specific there. There is a big 
pump manufacturing concern, for example, and they do need pumps 
here. There is a detergent manufacturer who is interested. There 
are at least 2 or 3 United States electronics manufacturers who are 
interested. We are not so sure of the desirability of that. Plus the 
one Mr. Williams just alluded to, which is a consumer product. We 
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do not condone the Spanish attitude and we are trying to get the 
door open. I think the Spanish are going to have to wake up to that 
opportunity or they will tind out in a few years we cannot do it all as 
a government, 

Mr. Brownson. That is one of the things you said was open to 
constant conversation. 

Mr. Evwarp WinuiAms. That is right. You go over and talk to 
somebody and try to convince him, and then go to somebody else. 
It is that slow. You cannot put your finger on any progress, but I 
think we are making some progress. It is very slow. 

Mr. Brownson. Any further questions? Mr. Williams? 

Mr. Harrison Wititams. No questions. 

Mr. Brownson. We certainly want to extend our appreciation to 
you. Ithink the interest in the material you have developed has been 
evidenced by the fact. we are running about 2 hours off schedule. 

We will see you about 10 minutes after 10 tomorrow morning to 
discuss cotton. 

(Thereupon, at 6 p. m., the briefing was concluded. ) 

(The following schedule was submitted for the record, exhibit 18 :) 


Exuinir 18 
UNITED STATES OF AMERICA OPERATIONS MISSION TO SPAIN 


illocation allotment and procurement summary Nov. 22, 1954 


Economie aid programed fiscal 1954 S84, 689, 600 


Allotments to Spain 


S84, GSO, GOO 


Balance None 
Allotments to Spain 84, 689, 600 
Procurement authorizations issued * $84, OS2, 000 
Technical assistance authorizations issued : 607, 600 

84, GSD, 600 

Balance None 

‘Spanish Government has reported subauthorizations issued for $32,325,553.45. 


Spanish Government has reported subauthorizations issued for $295,729 


Commodity breakdown of procurement authorizations allotted and issued 


e 
Commodity group A llotted PA’s Balan 

Food and agriculture ! $25, 000 $25, 000 
Industrial 2 67. 882. 000 67, 882. 000 
l'ransportation . . 375, 000 1, 375, 000 
550 section 14. 800. 000 14, 800, 000 
echnical assistance. . 607. 600 607, 600 

Total 84, 689, 600 84, 689, 600 Nor 


1 Cotton sampling 
2 Under Industrial Div procurement authorizations for an amount of $8,452,000 are for agricultura 
machinery 
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PA mount Amount 
\ ( od r ice suthor- subauthor- 
ized ized 
1K Fa achinery duction special $12, 20 
v4 8) fruitfiy I l stud 12, 200 
ay & sonservation 14, 700 $14, 700 
4100) Pa re management and fodder crop production and utilization 21, 30 21, 300 
1n) I 6, 200 
4000S I 1 6, 200 
“Kyo ( 4 000 
O10 A 21. 300 1, 100 
4 [ 12. 30 
4 A g 12. 30 
k i and ag ral poli 14, 700 
w14 I I i i I 600 
4 Elec power tem operating « I l inagers 5, 400 40) 
t Cher | elect , plant e1 2( 5, 20) 
4 El ¢ power sys 1 tran rine 700 
418 I r system bution 2, 809 2, SU 
t H l cp rpla 300 
T Elec 1 rat I 200 1, 10 
4 ating me B r il elect powerplant 
4 6, 900 
4)22 I ting per of I itron thermal electric power 
| Cc » Sotel 10, 300 
40) Ste &. R00 
1024 teel industry speciali 15, 90 
4() ] 15, 700 
41) % 15. 900 
4 13. 800 
128 8, OF 8, YOO 
42 R0)) 6. 800 
10) 2 sO) 
4 14, 100 4,029 
{ actics 17. 40K 17, 400 
41) , 
4 Lequil 100 
4( i 1 , 28, 500 PR AK) 
t Industrial ma 78, 50K 178, 50 
‘tal ty 600 295, 720 
A ed by S I 4 
Activity to date under procurement authorizations issued—Nov, 22, 1954 
PA ( Amount Arrornt sub 
Ne ,uthorized wut! orized 
11 Copper and copper pr $1, 125, 000 $1, 068, 000. 00 
4202 Aluminum and aluminum base allo ind aluminum product 315, 000 299, 249. 67 
420: Iron and steel mill materials, ste« roducts and ferroall 120, 000 119, 976. 75 
4204 Tiny te, terneplate ind t } k 450. 000 437 
4% Rubber and rubber produ 1. 000. 000 967, 
$20 Plates, she kelp, str et hot and led including gal 
inized product 630. 000 628, 044. 30 
421 Structural shape 250, 000 237 
4701 Ocean transportat 1, 375, 000 324, 651. 5 
4208 Ferrous scrap 1, 200, 000 1, 139, 974. 00 
4209 lractor trackla g-ty pe (-horsepow over, and econtractor’s 
type wheel tr 435, 000 427, 764. 52 
42) Parts for agricultural macl and tractors when sold separately, 
and used tractors, wheel-typ« 000 000. 00 
42 lractors, tracklaying-ty inder 50-horsepower 50. 000 , 000. 00 
421 Agricultural equipment, ex ng tracto 000 3, 304.00 
421 I'ractors, wheel exee yt ir al and eontract ty 50, 000 245, 633. 20 
4214 Construction, mining, and conve equipment 17, O00 341, 209. 42 
Raw cotton 
4150 Excluding linters 000 3 7t 
4999 Excluding linters (only fo expenses 000 17 
421 Copper and copper products 000 a , 998. 59 
Nickel and nickel base allovs and nickel] produ 000 25, 939. 53 
Aluminum and aluminum base yys and aluminum products 000 627, 000. 00 
Ferromolybdenur 000 38, 000. 00 
Raw cotton, excluding linter 000 | 10, 534, 692. 60 
4219 | Industrial machinery 000 
Parts for agricultural machinery and tractors 000 348, 000. 00 
Machine tools , 000 
Agricultur pmen xcluding tra rs 000 347, 382. 00 
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, 1954—Con 


Activity to date under procurement authorizations issued—Nov, 22 





PA ‘ Amount Amount sut 
Commod rvice , 

No ommodity or service authorized suthdrize 

4223 | Construction, mining, and conveying equipment $1, 810, 000 

: Metalworking machinery (except machine tools 2, 000 

4225 | Miscellaneous iron and steel manufacturers 32, 000 

4226 | Tractors, tracklaying-type, under 50 horsepower -. 450, 000 


4227 | Tractors, tracklaying-type, 50 horsepower or over, and contractor’s 
type wheel tractors 1, 710, 000 








Electrical apparatus 200), 000 

Construction, mining, and conveying equipment 68, 000 

Tractors, wheel-type, except industrial and contractor’s type 1, 300, 000 

Manganese ore 325, 000 $308, 750. 00 

Chrome 85, 000 80, 750. 00 

Ferromanganese 5. 000 213, 654. OF 

Ferrochrome 000 12. 343. 2 
do , 000 68, 399. 00 

Sulfur 000 118. 750. Of 

Industrial machinery 000 

Precision machinery 000 145, 654. Sé 

Motor vehicles 000 

Metalworking machinery 000 

Tinplate 000 142. 488. 98 

Scrap 2, 000 2 327, 482. 

Power units 000 

Railroad transportation equipment and parts 000 

Construction, mining, and conveying equipment 2, 3, 000 

Iron and steel mill materials 000 

Electrical apparatus 96, 000 

[ron and steel mill materials 1, 005, 000 950, 94 

Electrical apparatus 3, 152. 000 1, 190, S¢ 

Nonmetallic minerals > O00) 48, 208. 4( 

Tractor and trailer 000 

Engines and turbines 000 122, 780. 

Pulp, paper, and paper products , 000 5, 858. 5 








Construction, mining, and conveying equipment 000 
Precision machinery 2, 000 K 
Bituminous coal E 000 t 
Coke 000 
Blast furnace { 000 
Equipment for altos hornos 3 , 000 
Technical services for altos hornos 000 
Equipment transport trailers 000 
Motor vehicles, engines, and parts 8, 000 
Burcena steam powerplant project 3, 650, 000 
Escatron steam powerplant project a 000 
Locomotives and heavy machinery 000 
Signal materials diesel-electric locomotives, and spare parts = 000 
Machine tools 000 284, 025. 69 
l'ractors 139, 000 
Stone-crusher plants 200, 000 
Plates, structural shapes, and strip 2, 045, 000 
Commodities for educational and scientific use 2, 000 
Tron and steel mill materials 3, 741, 000 
Generators and motors 120, 000 
Electrical apparatus i 640, 000 
Turbo generator set 200, 000 
Engines and turbines 190, 000 
Construction, mining, and conveying equipment 1, 846, 000 
Compressors. 53, 000 
Ties 2, 000, 000 
Coal 319, 000 318, 193. 8 
Construction, mining, and conveying equipment. _- 124, 000 
Motor vehicles, engines and parts 69, 000 
Mine diesel locomotives... 21, 000 
Machine tools 1, 417, 000 29. 897. AC 
| Metalworking machinery, except machine tools- 471, 000 319, 636. 70 
Industrial machinery. . 491, 000 
Do 1, 849, 000 
Construction, mining, and conveying equipment 22, 000 
Handling material 15, 000 
Miscellaneous industrial nonferrous metals 9, 000 
Motor vehicles, engines and parts 951, 000 
Total 84,082,000 132,325, 553. 45 
Technical assistance PA’s 607, 600 295, 729. 00 
Total. 84,689,600 | 32, 621, 282. 45 


|! As reported by Spanish procurement authorities 
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$456, 494. 32 
318, 187. 56 
224, 996. 52 
$92, 505. 35 
3,521. 17 
149, 811. 70 
B38, OOO OO 
, 467, 456. 00 
829, 950. OO 
935, 418. 51 
298, 927. OF 
15, 400. 00 
315, 922. 79 
4, DSV. OO 
; 719. 55 
3, 304. 00 
TH0. OO 

SS, OS 

, 164. 52 
50, 000. 00 
245, 633. 20 
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Government— 


3, 646, 833. 25 


177, 000. 00 
68, 689. 80 


512, 904. 63 
. 998. 59 





272, 630. 29 


225, 000. 00 


1, 897, 586. 71 


835, 714. 21 


142, 228. 75 
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Source countries—NSubauthorizations issued by Spanish Government 
Nov, 22, 1954—Continued 
Italy: 
Electrical apparatus $19, S06. 00 
STO, 406. 00 
Machine tools 
Norway: 
Aluminum ; i 295, 000. OO 
Nickel : : ; —— - ied 8, 358. 33 


DO, 690. OO 


Portugal: Nonferrous ores and concentrates 308, 750. 00 
Ports of Malaya: Rubber 7 237. 500. 00 
Singapore: Rubber 730, 252. 00 
South Africa: Nonferrous ores and concentrates 5, T60. 00 
Sweden: 


Construction, mining, and conveying equipment $19, 135. 92 
Hlectrical apparatus 9, 120. 00 
Engines and turbines 122, 780. 00 
Ferroalloys S80, 750. OO 
Precision machinery 11, 946. 32 
143, 732. 24 
Switzerland: 
Electrical apparatus eileen 25, 480. 00 
Machine tools : , 94, SS6. 00 


Precision machinery ad 10, 1138. 65 


128, 479. 65 


Turkey : Nonferrous ores and concentrates_____ 12, 639. OO 
NS dis Si ecgd hoieosiinnaiadntaiaiae a i i eins Manteno === OS, O20, GUS. 40 


Bank activity regarding letters of credit—Nov, 22, 1954 


United States banks: 
National City Bank a $11, 967, 812. 70 
The Chase National Bank__- _ 10, 431, 706. 14 
The Manufacturers Trust Co 3, 646, 473. 89 
Bankers Trust Co , 699, 507. 37 
The Bank of America , O98, 433. 35 
J. Henry Schroeder 805, 167. 30 


Irving Trust Co 787, 375. 94 

J. P. Morgan & Co, Ine 627, 000. 00 
First National Bank of Boston 208, 687. 53 
Chemical Trust Co a _ 24, 343. 27 
Bank of Manhattan : : - 10, 000. 00 
Midlands Bank, Ltd--- ‘ sede 15, 524. 79 
Total : 32, 322, 032. 28 
Direct payments by Washington (cotton sampling expenses) - 3, 521. 17 
Total aie aes 7 " 82, 325, 553. 45 


Spanish banks: 
Banco Exterior de Espafia__ eal ‘ a a 
Banco Espanol de Crédito____, 
Banco de Vizcaya 
Banco de Bilbao 
Banco Hispano Americano 


, (89, 071. 71 
726, 518. 16 


290, 757. 22 


S12, 785. 74 


053, 771. 21 


ho bo Co RQ 


Banco de Urquijo 924, 133. 96 
Banco Central 606, 510. 42 
Banco Mercantil e Industrial 148, 379. 86 
Banco Pastor ; 10, 104. 00 
Total 32, 622, 082. 28 
Direct payments by Washington (cotton sampling expenses ) 3, 521. 17 
Total Si _ a 32, 320, 553. 45 








INTERNATIONAL OPERATIONS OF THE UNITED STATES 
GOVERNMENT IN FRANCE, SPAIN, AND GERMANY 
(USIS Briefing, Madrid, Spain) 





MONDAY, NOVEMBER 22, 1954 


Hovusr or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Madrid, Spain. 

The subcommittee met in Casa Americana, Marques del Riscal 11, 
Madrid, Spain, at 6:30 p. m., the Honorable Charles B. Brownson 
(chairman) presiding. 

Committee members present : Representatives Charles B. Brownson 
(chairman), George Meader, Katharine St. George, and Harrison A. 
Williams, Jr. 

Committee staff present: Maurice J. Mountain, staff director; Wal- 
ton Woods and Arthur Perlman, staff investigators: and Wallace 
Parks, staff member. 

Also present: E. M. Rabenold, Jr., State Department escort officer ; 
Lt. Col. Gerald Jorgensen, Air Force escort officer. 

USIS representatives present: Raymond R. Dickey, general counsel, 
United States Information Agency (Washington) - Rooert D. Smith, 
information officer; John 'T. Reid, cultural affairs officer; and Jose ph 
McEvoy, press attaché. 

Mr. Brownson. The meeting will come to order. 

Gentlemen, I am sorry we are late for this engagement, but I can 
assure you it Was overactivity on our part at the - vious engagement, 
and I do not want you to construe the fact we are late as lack of in- 
terest in what you are doing in USIS. 

Mr. Suir. Mr. Chairman, Mr. Cody asked me to express his re- 
grets that he could not be here. He is in the Barcelona and Zaragoza 
area this week. 

Mr. Brownson. We may run into him in Barcelona. 

Mr. Smiru. In the absence of Mr. Cody I have asked Mr. Reid, our 
cultural affairs officer, to give the briefing, and any questions you 
have we will try to answer. 

Mr. Brownson. We are particularly interested in your own evalua 
tion of the program. We are interested in the relative amount of 
effort you put in the different phases of the program, and your evalua- 
tion of the various phases, and I imagine you have some material pre- 
pared for distribution which can be supplied for the record. 

Mr. Situ. I might say we are a very closely knit group. Mr. Reid 
is equally qualified to give you the picture of any phase. 
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STATEMENT OF JOHN T. REID, CULTURAL AFFAIRS OFFICER, 
UNITED STATES INFORMATION SERVICES, MADRID, SPAIN 


Mr. Rem. Mr. Chairman, I will take as little of your time as possi 
ble, and please stop me if I talk too long about any one thing. 

We have in Madrid 15 American employees in total and a total of 67 
local employees. ‘Those are scattered through Spain in the following 
fashion: In the central office in Madrid, called the Casa Americana, 
or the America House: and we have 4 others, in Bilbao, Barcelona, 
Seville. and Valencia. In each of those we have a Cultural Affairs 
officer. In Barcelona we have in addition one American assistant and 
local employees. 

Our budget breakdown is as follows: 

We have allotted for direct missions, local salaries and ceneral 
operating expenses about $379,000. 

We have Washington support to the amount of approximately $128, 
000; and administrative support, which Mr. MacCoy is responsible for, 
to the tune of $73,000. 

This makes a total of about $580,000, including money allocated in 
Washington and money spent on the ground. 

Mr. Brownson. Do you determine the distribution of media sup 
port from Washington ? 

Mr. Rem. Yes. The tendency of Washington is to accept more or 
less the recommendations of the field. 

Mr. Brownson. Roughly, how did you divide your media support 
money last year? 

Mr. Rem. Lam sorry; I do not know. Maybe Mr. Smith can answer 
that. 

Mr. Surru. Not offhand. I can give you that. 

Mr. Rem. We have practically no complaints about Washington, 
which I think is unique. 

Mr. Brownson. The record will show Mr. Dickey is sitting beside 
the witness. 

Mr. Dickry. $17,500 for radio and television : $24.600 for press and 
publications ; $33,000 for motion pictures ; $57,000 for information cen- 
ters and cultural programs ; $8,000 for program direction ; $25,000 for 
direct administrative expense; and $2,000 for exchange program 
support. 

Mr. Brownson. What is the second one? 

Mr. Dickey. Press and publications. 

Mr. Brownson. In other words, your information center program 
is, dollarwise, the largest ? 

Mr. Rem. Actually, the biggest expense comes in the books. Each 
of those centers has a pretty complete little public library and they 
are fairly expensive. 

Mr. Brownson. How long has USIS operated in Spain? 

Mr. Rem. It has operated in Spain since 1946, but the operation 
was not Important in Spain until the agreement was signed. 

Mrs. Sr. Grorcr. Then that is very brief, about a year. 

Mr. Rem. That is right. In the old days there were 1 or 2 people 
here acting mostly as the Ambassador’s press attachés, 

Mr. Brownson. What is your overall philosophy in dealing with 
the people of Spain’ In Japan they told us it was principally an 
approach to the intellectual. | 
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Mr. Rem. We have a delicate situation. We have to work through 
the governing class and through the intellectual classes because the 
mass of the people have no vote. Actually we believe that the success 
or failure in the long run will depend a ‘good deal on a wide public 
opinion. We try to insulate the intellectual classes and at the same 
time use other media to give a different message to the large mass of 
people. 

Our principal aim is directly in support of our United States pro 
gram policy. We do not try to sell the United States in general terms. 
We try to support what the Government is trying to do in an economic 
way. So in a definite way our work is tied with the milit: ury aid and 
economic aid. To convince the Spaniards and the Government officials 
that this pact we have signed is a good thing for Spain and for the 
Spanish people and is mutually beneficial for both nations is one of 
our big jobs. 

The Communist problem is not one of our No. 1 problems. The 
Communist Party is completely illegal here. The influence of com 
munism is not great at the present time in Spain. So while we do 
some work in the anti-Communist field, that is not our No. 1 problem. 

Mr. Brownson. Have you had a relatively free hand in disseminat- 
ing information to the Spanish people as to the nature and extent of 
the aid program ¢ 

Mr. Reip. Yes, we have. 

Mr. Brownson. | particularly meant a free hand in regard to the 
people of our Department of State. Have you been allowed to fully 
discuss the aid program in your Spanish media by the people in the 
Department of State ¢ 

Mr. Rew. Yes; 1 think we have, although we work closely with the 
Ambassador and the Economic Mission. 

Mr. Brownson. We understood the Department of State had indi 
cated to USIS they were not anxious to have a complete dissemina 
tion of information about the aid program. 

Mr. Rem. When the pact was first signed we got the signal and it 
was a sensible one—that it was no use to publicize it until some plans 
were made and we could make available definite information. 

Mr. Dickey. We have had nothing from Washington except as it 
might affect the local situation. We would rather tell them what we 
are sure we will do than what we might do. 

Mr. Smirn. That decision was made more here than in Washington. 

Mr. Rew. Another aspect of our business here is that more and more 
Americans are coming into Spain, The military and economic people 
are not bringing them in in great lots at once and are doing a good 
job of indoctrinating them before they get here; but our job is to 
lessen the conflicts between different standards of living, ideals, reli 
gions, and so forth. 

Lastly, in a more general way, our job is to satisfy the tremendous 
curiosity here about the American way of life. E verywhere you go 
they want to know what we eat, what kind of houses we live in, and 
so on, because there is an abysmal ignorance about our way of living 
here. If we can make them familiar with it, not necessarily that they 
might emulate it but so that they may know, they will understand ow 
aims. 
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In order to do this we try to use all the possible media we can. I will 
not bother to go into the routine operations of USIA radio, motion 
pictures, lecture series, and so forth. 

We use different media for different groups. ‘The motion-picture 
program is the tops for reaching the great mass of the people. 

Mr. Brownson. Is your motion-picture program primarily with 
mobile units? 

Mr. Rein. Yes. 

Mr. Brownson. How difficult has it been to get it in the local 
facilities ? 

Mr. Rem. Not at all. 

The radio is a more or less routine activity insofar as furnishing 
records and soon. We douse a great deal the personal contact propo 
sition. The Spanish are a proud people. We have to do our Job 
indirectly, with an idea of educational tactics in mind rather than 
propaganda techniques. 

We try to do what we can in the way of getting together groups of 
Spaniards who are interested and giving them a little luncheon and 
that sort of thing. The whole tone of our operation is a low-pressure 
proposition rather than high pressure. You cannot use sound trucks 
and that sort of thing. We have rather quiet types of operations, and 
so far we have been fairly successful. 

We also try to use what are called indigenous groups. We have 
had three American cultural weeks sponsored by Spanish organiza 
tions. We furnish them the movies that are shown and that sort of 
thing, but they sponsor it and put out the money for it. They have 
been tremendously successful. They brought in thousands and thou 
sands of people. 

I think aon ne the most interesting thing for you would be to let 
me give you 2 or 3 examp les of nonroutine oper: ations. 

About a iaieiits ago we sponsored a symposium in the Escorial. 
There is a fine hotel out there. We invited about 35 chosen intellec 
tual leaders from Spain. We kept them there 4 days, practically 
locked the doors so they could not get out, and had motion pictures 
and lectures about American life, American economic and social prob 
lems, and so on. Many of these men had been to the United States 
and knew something about the country. I can assure you these lec- 
tures were tremendously successful. We have 35 proven and true 
friends we can depend upon in high places. They are editors of news- 
papers, Government officials, magazine publishers, and so forth. 

Mr. Dickey. For instance, the Director of the information services. 

Mr. Brownson. What was the outstanding criticism of the United 
States ? 

Mr. Rem. There was a good deal. One was that we are people 
who live too fast and to not take time to think. 

Another was that we have far too much patience with France and 
England, for example. The Spanish have no patience at all. 

Mr. Wiiu1aMs. In other words, we are too fast and too slow. 

Mr. Rerp. That is right. 

And about American movies there was a great deal of criticism. 

It cost about $930 all told to handle the thing. 

Mr. Brownson. Are United States films popular in Spain? 

Mr. Rem. They are. They are censored, of course. 
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Mr. Brown. What do they censor for, particularly ? 

Mr. Rem. They cut out the more hard-boiled things, such as in 
From Here to Eternity and Caine Mutiny. 

Another thing we have done is an English-teaching movie called 
Bob and Maria. We have taken a Spanish girl and boy and shown 
them around San Francisco. 

Mr. Brownson. Is that a popular film ? 

Mr. Rem. This is a radio show. It is very popular. We have had 
100,000 requests to date on that show. We think it fulfills our pur- 
pose in that it gives them in an easy way considerable information 
about our American way of life. They have even sent proposals of 
marriage to the actors. 

Last week I made contact with a group known as the Association 
for European Unity. This is the first time we have tried to stimulate 
a feeling of unity with the rest of Europe by the Spanish, which they 
have not had. I think through this association we can get the idea 
across to them that it is a pretty good thing. 

Another job we did which contributes directly to our principal 
aims is a pretty decent exhibit on what the economic-aid program will 
mean to them. 

Then, in the way of exhibits, we are trying to do something in the 
small towns. They have town fairs, and we have a little town ex- 
hibit of this nature [showing exhibit] which is demountable, can be 
put together in about an hour, and is interchangeable. 

Mr. Brownson. Off the record. 

(Discussion off the record.) 

Mr. Rem. Not to take any more of your time than necessary, let 
me end by showing you a little indirect publicity we got in this article 
that originated with the editors of this magazine. It gives a fine illus- 
tration of how Americans live. This is the kind of thing we like to 
have. It is written by Spamiards. We cooperate with them, but 
we do not force it down their throats. [Showing magazine article to 
members of the committee. | : 

Mrs. Sr. Grorce. You really work in pretty close touch with the 
Spanish cultural agencies ? 

Mr. Rem. Yes. 

Mrs. Sr. Grorce. I am glad to see that, because I have found the 
trouble with USIS agencies is that we are too busy telling them what 
we do. The Russians say, “We know what you are. We know your 
history.” I think books which glorify Spain to a great extent are 
good. I think even Americans should know that. 

Mr. Dickey. This booklet [indicating] is the booklet sent to people 
who write about the Bob and Maria film. 

Mr. Rei. Once they signed the pact, the Spanish seemed to think 
they were honorbound to cooperate with us in this respect. I must 
say we do not try to play up the greatness of the United States, the 
washing machine aspect, and so forth. 

Mrs. Sr. Georce. They are fed up with the washing machine. I am 
myself. 

Mr. Rew. To raise the standard of living in Spain is a fine thing 
to do, but that is not our aim. 

Mr. Witxiams. Do the best newspapers use this material? 
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Mr. Rem. Yes. The difficulty is there is a limitation on space. I 
do not think we would be very successful in pressing them a whole 
lot. 

Mr. McEvoy. We do not contact them directly. 

— Dickry. May I say one thing that I probably can say with 

‘ater grace then the people who work here on representation. We 
are spending $580,000 here. We have one-tenth of 1 percent to go 
out and talk to people. I do not mean big cocktail parties and recep- 
tions, but luncheon meetings at which you can get to know people 
and exchange ideas, which, after all, is the principal reason we are 
here. To be limited in that manner is a considerable handicap. These 
people get $10 every 3 months to entertain, and it is ridiculous. 

Mr. Brownson. Will you kindly show us how you do that public 
relations job in the USIS? 

Otf the record. 

(Discussion off the record.) 

Mr. Brownson. Who comes to your libraries ? 

Mr. Rem. Most of them are professional people—doctors, lawyers, 
students. They are a pretty influential group. 

Mrs. Sr. Grorce. How many would you say use the Madrid library 

1 year ¢ 

Mr. Rem. I do not know. I do not have that figure. I can get it. 

Mrs. Sr. Grorce. It would be interesting to get it. 

Mr. Brownson. Do schoolchildren use your libraries? 

Mr. Rem. Secondary schools. 

Mr. Brownson. Is English taught in the schools ? 

Mr. Rem. Not normally, no. French and even German are ahead 
of English in the schools. 

Mr. Brownson. It has not been so long that Spanish in America 
has occupied the position it does now. 

Mr. Rem. The knowledge of the language is largely limited to pro- 
fessors and professional people. 

Mr. Brownson. Are any films made in Spain ? 

Mr. Rem. There is one being made here by an American. 

Mr. Brownson. That will be a contributed film ? 

Mr. Rem. Yes. We have also gotten a number of films from other 
European countries with the sound track put in Spanish. 

Mr. Brownson. What are the most popular films here ? 

Mr. Smiru. I think they are the ones that best answer the Spanish 
questions about Americans, what they do and how they live, and the 
general panorama films. We have one of Nevada and one of Ten- 
nessee that are very popular. 

Mr. Rem. Also the ol | Walt Disne Af health films are popul: ur’. 

Mr. Siri. One of the most popular films was on the inauguration 
of President Eisenhower. 

Mr. Rei. This summer we had an interesting experience. Bob 
Smith gave an extraordinary demonstration of using a film as a teach- 
ing technique. He took our last film on atomic energy, how it can be 
used for peaceful purposes. That was very popular. That is one of 
the things we try to bring in all our meetings. 

Mr. Brownson. Is much propaganda broadcast from any of the 
adjoining countries in Spanish that is Communist in nature ? 

Mr. Rem. The Russians have a very good Communist program 
directed to Spain. 
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Mrs. Sr. Georee. And it does reach them ? 

Mr. Rei. Yes. 

Mr. Brownson. What format do they use? 

Mr. Smirn. It is mostly news commentaries. 

Mrs. St. Grorcr. We heard today that they say the Americans are 
just doing things in Spain to fool them: that we will kill their sons 
and husbands, and so forth. 

Mr. Brownson. Any questions ? 

Mrs. Sr. Grorece. No. 

Mr. Wiuuiams. I have none. 

Mr. Brownson. | have no further questions. I think right now it 
would be helpful if we went through the plant in a short trip and if 
you willsupply the staff with more statistical material. 

(Thereupon, at 7:30 p. m., the briefing was concluded and the sub- 
committee was taken on a conducted tour of the Casa Americana in 


Madrid. ) 

















INTERNATIONAL OPERATIONS OF THE UNITED STATES 
GOVERNMENT IN FRANCE, SPAIN, AND GERMANY 


(Joint United States Military Group Headquarters, 
Madrid, Spain) 


TUESDAY, NOVEMBER 23, 1954 


House or REPRESENTATIVES, 
INTERNATION AL OPERATIONS SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Madrid. Npain. 

The subcommittee met at the headquarters of the Joint United 
States Miliary Group, Madrid, Spain, at 9 a. m., the MHonorable 
Charles B. Brownson (chairman) presiding. 

Committee members present: Representatives Charles B. Brown- 
son, George Meader, Katharine St. George, and Harrison A. 
Williams, Jr. 

Committee staff present: Maurice J. Mountain, staff director; 
Wallace Parks, staff consultant; and Walton Woods and Arthur 
Perlman, staff investigators. 

Also present: Hon. Michael A. Feighan, a United States Repre- 
sentative in Congress from the State of Ohio; E. M. Rabenold, State 
Department escort officer; Lt. Col. Gerald Jorgensen, Air Force escort 
officer. 

JUSMG representatives present: Maj. Gen. August W. Kissner, 
Chief, JUSMG; Adm. Robert Meade, Deputy Chief, JUSMG: Col. 
Louis A. Guenther, JUSMG control officer; Col. D. M. Smith, comp- 
troller; and Col. W. C. Garland, Chief, Operations Section, JUSMG, 
briefing officer. 

Also others not identified for the record. 

General Kissner. Assembled by the staff and designed to answer 
the questions we usually receive from distinguished visitors from 
Washington are charts that will give the organizational structure of 
the Joint United States Military Group Headquarters, the missions, 
the construction program, and a few other details which will launch 
the discussion, and if at any time you have any questions, we will try 
to answer them. 

Colonel Garland is the briefing officer. 
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STATEMENT OF COL. W. C. GARLAND, CHIEF, OPERATIONS SECTION, 
JUSMG BRIEFING OFFICER, MADRID, SPAIN; ACCOMPANIED BY 
MAJ. GEN, AUGUST W. KISSNER, CHIEF, JUSMG, MADRID, SPAIN; 
AND ADMIRAL ROBERT MEADE, DEPUTY CHIEF, JUSMG, MADRID, 


SPAIN 


Colonel GARLAND. I will go a little into the background, our organ! 
zation. the missions, and show you the layout and master plans for the 
bases in our construction program. 

The first military contact was made on the program by Admiral 
Sherman. As a result of that visit, General Franco agreed that we 
could send in military survey teams. ‘Two United States survey teams 
came to Spain, one under General Spry and the other under Mr 
Sufrin. They reported their findings in late 1951 and early 1952, 
and as a result we conducted negotiations with the Spanish in April 
1952 in regard to the economic aid and military programs which would 
authorize us to build bases. 

General Kissner came here for those negotiations, which were com 
pleted last September. After that we started a oradua!l buildup of 
the staff, and it passed into the construction phase, in which we are 
building to the extent we are authorized. We estimate we will be in 
that phase 2 tos vears. 

The basic missions of the Joint United States Military Group are 
(1) construction, (2) further negotiations, (3) planning and pro 
graming, (4) logistic support, and (5) budgetary support and control. 

As to our organization, as you know, the Secretary of the Air For 
is the executive agent for Spain. We have two milits ary groups ! 
Spain, W ith General Kissne ras the common commander of both. The 
Military Assistance Advisory Group is coneerned with the end mili 
tary items that go to the Spanish, so they have a tie-in to the Ambas- 
sador, but General Kissner is the single milit: ary contact with the 
Spanish authorities. 

On the construction program the Bureau of Yards and Docks ot 
the Navy will do our construction and they have an officer in charge 
of construction who is assigned to Gener: i] Kissner’s he: adquarters 

Our basic organization follows the normal type of Air For 
structure: 

General Kissner is the Chief; General Dahl is the Deputy Chief; 

Captai 1 W alker is the Assistant Chief for Naval Affairs; Admira 
Meade is the Deputy Chief of JUSMG and the Director of Con 
struction; Colonel Smith is the (¢ ‘omptroller : Colonel Webber is at 
the head of Logistics; Colonel Seim is in charge of Plans and Pro 
grams; and Colonel Kelly, of the Air Force, is the Director of Con- 
struction in this staff area here. 

I ee a moment ago an officer from the Bureau of Yards 
and Docks, Navy, in charge of construction. This officer is assigned 
directly to Ge neral Kissner’s headquarters. He has a tie-in back to 
the Bureau of Yards and Docks in Was shington. 

Under the officer in charge here, we have small groups of Ameri 
cans—the architects and the prime contractor for construction. 

The way the construction program operates is that General Kissne1 
issues a design directive, say, on a runw: ay. That goes to the architect, 
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who works out the plans on that item. Then the blueprints are 
developed. Once thi at is developed, it then comes back and is checked 
for accuracy. If it is approved by General Kissner, he issues a con- 
struction directive which goes to the prime contractor, and the prime 
contractor advertises for bids for Spanish subcontractors. 

The prime contractor, an American firm—or organization of three 
firms—can provide heavy equipment and technic: al assistance to the 
Spanish subcontractors. In each of the construction areas, such as the 
Seville area of the Zaragoza area, there will be an officer in charge of 
construction. 

Mr. Brownson. Who are the three firms constituting the prime 
contractor ¢ 

General KISSNER. Brown & Root, of Houston: Raymond Concrete 
Pile Co., of New York: and the Walsh Construction Co., of Daven 
port, Iowa. They are companies of great reputation. The Bureau 
of Yards and Docks has known them for some time. They were the 
winners from possibly more than 100 qualified candidates. 

Mr. Brownson. Was that a negotiated contract / 

Admiral Mrape. It is a cost-plus-fixed- fee contract, and in essence 
it is a management-type contract. We get competition into cost by 
our subcontract. procedures, but the basic contract is a negotiated 
cost-plus-fixed-fee contract. 

Mir. Brownson. Are the subcontractors required to be Spanish, or 
may they be Americans? 

General Kissnrer. They are Spanish in the initial phase. It would 
not have been economical to have left idle large Spanish construction 
companies and to have brought others in here. It would have been 
more costly. The best example is what happened in September. The 
prime contractor advertised for bids. The top Spanish contractors 
submitted bids, and when we had the bid openings the spread was 
about like it isat home. The Navy required that the successful bidders 
have a 30 million peseta guaranty, which is the nearest thing to our 
honding procedure. 

Those bids came out well from our point of view. They were about 
90 percent of what we thought the job should cost. That also means 
that the other companies are quite hungry for jobs. The 2 that won 
the contracts were the 2 top companies in the country. 

The prime contractor has brought in from North Africa about $11 
million of excess machinery that is usable, and that machinery is to 
be leased to the successful bidders on the subcontr: acts. Where they 
lack cement and steel, we use the prime contractor’s staff for the pro- 
curement of those materials. And, as we will show you, we have what 
we believe is an effective system of auditing. 

Mr. Brownson. Who are the architects? 

General Kissner. The architect-engineer firms are Frederick R. 
Harris; Metcalf & Eddy; Pereira & Luckman; and Shaw, Metz & 
Dolio. They have about 92 architects all told. 

Colonel Gartanp. This chart shows the Defense Department pro- 
gram for Spain. We have both an Air Force and a Navy program. 

The Navy program breaks down into three facilities. Their ms jor 
facility is ‘the base here on the Atlantic side of Gibraltar. which 
reduces shipping time. Here we see the petroleum pipeline; and here 
the storage facilities for petroleum products and ammunition. The 
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petroleum and ammunition storage in Spain is related to the require- 
ments of the Atlantic Fleet. 

The Air Force program is broken into two phases. That is due to 
budgetary requirements. The first phase is getting money in 1954, 
1955, and 1956, and includes the bases at Zaragoza, Torrejon, Moron, 
and San Pablo. We also have an aircraft control and warning system 
for Spain which is not shown on this chart. 

Mr. Meaper. Will that petroleum pipeline be a permanent installa- 
tion ¢ 

General Kissner. Yes. We have always recommended te our col 
leagues that they press for some allocation of the economic-aid fund 
to help us in the logistic accessibility program. ‘Three million dollars 
is applied to the rehabilitation and expansion of the highways or 
for routes to the bases, and $11 million goes to rails. That is eco- 
nomic aid and it fulfills the military need for accessibility to the 
bases. 

We need to have additional capacity in the rail and road surface 
transport. 

Mr. Mraper. How much will that pipeline and all the accessories 
and storage facilities cost ? 

General Kissner. The estimate is in excess of $30 million. We 
are in the phase where we have designed the pipeline, with consultants 
from Son companies in America. Following the approval of the de- 
sign in Washington we will be authorized to have our prime con- 
tractor order the material. That is going to have to come from 
America, although we could get some of those things in England 
and Germany. 

Thereafter we are going to be authorized to have a Spanish affiliate 
or an American firm affiliate with a Spanish firm and get competi- 
tion for the installation of the pipeline. We are shooting at having 
the pipeline in 16 months. 

Mr. Meaper. Will it be of such capacity that in time of emergency 
is might be used for both commercial and military purposes ? 

General Kissnrr. Yes. The Spanish Government is very much 
interested in it. I have had meetings with Spanish authorities con- 
cerning it. In these agreements we have provisions that things we 
want to remove and can, we will. Wecan give the Spanish authorities 
an option on certain things they would like to have, or we can nego- 
tiate on value. They are hoping they will inherit that pipeline. 

Mr. Meaper. How will the title to the pipeline be held ? 

General Kissner. We own the pipeline. 

Mr. Meaper. The United States Government? 

General Kissner. Yes. 

Mr. Mraper. There is no present intention to transfer that title? 

General Kissner. No, sir; but I believe it would be ethical, instead 
of spending more money, to extract your investment. This pipeline 
will be 12 inches in diameter, then 10 inches, and then 8 inches. We 
are building in the reverse flow, and can hook it in to the Spanish 
refinery. 

Mr. Witttams. You already have the rights-of-way? 

General Kissnrr. Yes. It has been surveyed, and it is a 50-foot 
right-of-way all the way through. 
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Mr. Witxt1ams. Did you have any trouble getting the rights-of- 
wav ¢ 

General Kissnrer. No, sir. In the agreements Spain agreed to fur- 
nish them without cost. The Spanish have to provide the money 
to pay the landowners, and they are up against it. They give us 
right of entry in 30 days after we make the request. 

Mr. Wuiiams. It follows the rail line and cuts right through the 
hills? 

General KissNer. We save about 60 miles that way. It will be 
buried 20 inches underground in agricultural terrain and 12 inches 
underground in stone, and the pumping stations will be reinforced. 

Another thing, here in Spain the men who are the state police, as 
we think of, say, the Maryland State Police, the people up and down 
the highways. come from the communities along the way, and they 
have offered to sort of provide surveillance for us, and we have not 
the least worry that anybody will tamper with the lines, except pos- 
sibly a casual saboteur. 

Spain has no objection to our putting in additional fuel tanks in 
additional ports, and we are doing that, so that we have some fuel 
bevond what is needed for aviation. 

Mr. Meaper. For how many miles is the pipeline 12 inches in 
diameter / 

General Kissner. The first 146 miles are 12 inches. The thickness 
is a little over a quarter inch. The thickness never gets under a quar- 
ter inch, but the middle third is a 10-inch line, and the last third is 
8 inches. 

Mr. Mraper. How many miles is it 10 inches ? 

General Kissner. For 140 miles, and the remaining 150 miles is 8 
inches. Four hundred and thirty-five miles is the total pipeline. The 
Navy has a man named Mr. Corliss who is working on the pipeline, and 
I think we have brought the best talent there is on that. 

Colonel Gartanp. This chart shows the fiscal year 1954 and 1955 
funds for the Spanish construction program, with totals for the Air 
Force and the Navy at the top and the breakdown by installations at 
the bottom. As you know, any construction of an airbase is a 3- or 4- 
vear job. This is the first 2 years of the program. 

As J pointed out before, this port is on the Atlantic side of Gibral- 
tar. This is a plan of the base. The shoreline comes along in this 
area. We will have a breakwater with the capability of docking a 
ship in this area [ indie: ating]. This will be the terminal for the 
petroleum line. There is an airstrip coming into the base proper with 
the runways and airmen’s living quarters and things of that sort on 
the base. 

Mr. Mreaper. What is the total construction cost? 

General KissNer (to Admiral Meade). Do you have the total? 

Admiral Meape. It will run in the order of $70 million. 

Mr. Wut1ams. Has the dredging contract been let ? 

Admiral Mrapr. No. We have not let any contract on that base. 
The paving will be advertised for bids on the first of December. 

General Kissner. These meet the requirements of the Sixth Fleet, 
the Atlantic Fleet. 

Kach of these bases is right on rails and roads, with a minimum of 
earth movement. 
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Colonel Gartanp. I mentioned the other aspect, the storage of 
petroleum products and ammunition. These are pictures of the un- 
derground caves on the northwest coast of Spain. They are dug under 
about 254 feet of granite. The Spanish had three reasons for starting 
this: One was the public works program; another was they are very 
short of steel; and third, they have always had a shortage of petro- 
leum products. The Spanish decided they needed a strategic supply 
of petroleum. This will make very nice underground storage. 

Mr. Brownson. Was it actually ever used by the Spanish for un- 
derground storage? 

Colonel GARLAND. No, sir. 

Admiral Mraper. They have completed nine tunnels that are in use, 
but these are not in use. 

General Kissner. Our Navy facilities will be adjacent to the Span- 
ish facilities. 

Colonel GarLanp, Going into the Air Force program, this is the 
base at Zaragoza. In the yellow, we have lumped together the fiscal 
year 1954 and 1955 items. The blue color indicates what is existing 
today, and the red indicates those items that we expect to get for fiscal 
year 1956. 

In this area is a small Spanish air depot which is unoccupied at this 
time. This isa small flying field with no runway. We intend to come 
in and strengthen this runway and put in a ramp and some facilities 
for the strategic fighter aircraft. Then we intend to come over on this 
side of the field and put in a new runway for bomber requirements. 
All of these runways will have the capability of being extended to 
15,000 feet if required. 

This is the base at Torrejon just outside of Madrid. 

Mr. Meaper. Do you have an estimate of the total cost of the base 
at Zaragoza ¢ 

General KissNer. We can get that for you. We in the field are not 
as qualified to give you that as they are in Washington. We could say 
it is going to be $31 million and we could be off. 

Mr. Mraper. I just wanted a general idea. 

General Kissner. This will be about a $29 million base, but it will 
have on it communication equipment, radar equipment. 

Colonel Gartanp. At Torrejon the Spanish have existing facilities 
in this area. They call it the Spanish Wright Field. They have one 
very small w vind tunnel for testing. We propose to extend and overlay 
the runway to a little over 13,000 feet and come in on the other side 
and put on the ramp, barracks, and that sort of thing. 

The existing owned Spanish land line comes up in this area. The 
Spanish will have to buy some land. 

General Kissner. That involves 210 individual landowners. This 
is 13 miles from Madrid on a 4-lane road. It is also on the rail line. 

Mr. Witi1ams. Does that show any housing for personnel? 

General Kissner. Not here. On the Navy’s field we show some 
housing by design, but we are not authorized to put in housing. 

Mrs. Sr. Grorcr. How many American personnel do you con- 
template overall, taking in all the bases? 
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General Kissner. A lot depends on what our later instructions will 
be. But we need custodians for these facilities. These facilities are 
only good for emergencies tomorrow if they are alive today. We have 
about 500 in Spain now, mostly in Madrid. We have a combination 
of civilians and military. We in the military do not wear uniforms 
except on official occasions. We try to avold the appearance of a 
military aspect. 

Mr. Brownson. On the matter of housing, have you considered the 
question of rotation to obviate the necessity of so much family 
housing ¢ 

General Kissner. Yes. [ was in Germany in 1947 and 1948 when 
we seriously recommended that, and that was the topic of conversation 
2 weeks ago when I was there. I ama bachelor, but I believe the cost 
is worth it. That is the general feeling. I think if you asked an) 
of us. we believe it is better to have the families over here. Some of 
these jobs, you do not really know the job and have made all the con 
tacts until you have been here 1 year. 

Mr. Brownson. It always seemed to me. and I talked a little to See- 
retary Wilson about it, that probably we should divide the jobs in two 
categories, one where a man could take care of the job immediately, 
and another category where knowledge of the local situation enters 
into it. It seems to me that rotation is less expensive and a more 
satisfactory solution. 

General Kissner. Take a young man who is a sergeant and has a 
wife and child. He is not even in the upper three grades entitled to 
a wife. He will do everything in his power to have his wife and 
child come in as tourists. 

Mr. Brownson. How long would his tour of duty be under the pres- 
ent setup ¢ 

General Kissner. Three years. 

Mr. Brownson. For 3 years I can understand that, but if you rotate 
him every year—— 

General KissNrer. There is the morale side of it. if his family stays 
home fora year the family is worried about the man’s behavior abroad, 
and he is worried about the family at home. I might say this: Here 
we are in hopes that private enterprise will meet our requirements. 
We hi ave talked to a lot of the top people and given them estimates of 
how many apartments we hope to use in these areas. There is a lot 
of building. We have to avoid the feeling that a building is being 
built for the Americans when the local community wants those same 
units too. 

If the Congress would authorize us to use the commutation for the 
next 7 years, we could lease the housing. The commutation for 1,000 
families for 7 years is a tremendous source. If we could obligate 
that sum of money now, we could lease those houses. 

Mrs. Sr. Greorce. Would not leased houses throw a lot of the local 
population out of housing ¢ 

General Kissner. Last year 2 sections of houses in Seville, total- 
ing 98 units, were offered to us. They are pretty nice houses. They 
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wanted us to lease the package for 5 years. We have no resources of 
that sort, nor aie ity. Had we been able to do that, it would have 
been a good investment, because mone y must be spent by these families 
in that neighborhood. then we would have 98 houses and withdraw 
their commutation and reimburse the Treasury for the money it takes 
to lease them. 

We are in the process of doing the best estimating and projection 
wecan. Fortunately, we have a little time. 

Colonel GarLanp (indicating on the chart). This is the base at 
Moron being built for bombing operations. We propose to come over 
here with a bomber runway and other bomber facilities in this area. 
We tried to locate our runway on the Spanish soil. They will have 
to acquire the land about here. 

This is the air materiel de pot for Spain at San Pablo which will be 


adjacent to the base at Seville. This is a runway of about 7,000 feet, 
and this is a runway of about 6.500 feet. We propose to come on 
the other side of the field with maintenance facilities, warehousing, 


and other facilities. We will have to increase this runway to prob- 
ably 11,500 feet to take care of the larger type transport airplanes. 

That covers the bases that we have funds for in 1954—55. 

These are the construction policies that have been established : 

(1) No “crash” construction program. 

(2) Coordination with Spanish agencies. 

(3) Spanish subcontractors under American prime contractors. 

(4) Use of Spanish construction industry and labor while at the 
same time monitoring the impact this has on the Spanish economy to 
prevent inflationary impact. 

(5) Use of surplus equipment and materials. 

This chart shows the availability of counterpart pesetas for the 
construction program. 

General Kissner. This is classified. 

(Briefing off the record.) 

Colonel GARLAND. This chart shows the fund administration for the 
Spanish construction program. The red is the dollar funds; the 
counterpart funds are in blue; the cotton pesetas are in yellow; and 
the wheat pesetas are in brown. 

We can start off on the dollars first. Coming from the Congress 
to the Defense Department we have the dollars appropriated for the 
Sp: nish construction program, which then go to the Navy and the Air 
Force. It is then turned over to the Bureau of Yards and Docks, then 
it is passed on to the officer in charge of construction. Then the prime 
contractor, when he has a dollar expenditure, submits his voucher for 
payment to the officer in charge of construction, who, after verifying 
that cost, has a disbursing officer in Madrid pay the contractor in 
dollars. 

On the other side of the chart we have dollars coming from the Con- 
gress to FOA for the economic aid program. Under the economic aid 
program, FOA delivers economic aid to Spain which generates coun- 
terpart pesetas. These are deposited in the Bank of Spain and held 
there in a special account. 
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Under the cotton program the peseta sale proceeds are required to 
go into a United States Treasur y account. There it is m: ade available 
to the Navy disbursing officer. 

We have the cotton pesetas here, and the counterpart pesetas here 
[indicating]. 

When the prime contractor has a peseta expenditure he submits a 
voucher to the officer in charge of ee who determines which 
of these peseta funds will be used. If is the counterpart peseta 
fund, he submits a voucher to the Bank a Spain directing that they 
pay the prime contractor. If the cotton peseta fund is to be used, the 
officer in charge of construction passes that information to the Navy 
jisbursing officer r. who pays it. If those peseti is are not av: ailable and 
the officer in charge must have pesetas, he then has the Navy disbursing 
officer buy the pesetas out of this fund here [indicatin o|. We pay 
dollars for the wheat pesetas and they end back in the ¢ ‘ommodity 
Credit Corporation in Washington. 

We save dollars in our construction program when we use these two 
funds. The Bureau of Yards and Docks puts the money saved in the 
reserve fund. Oncea year that fund is divided betwee n tl ie Air Force 

nd the Navy in proportion to their parts of the program, and those 
lollars are available for reprograming. 

Mi. Mrapver. Are the wheat conversion pesetas the same as the 

onomic aid pesetas ¢ 

General Kissner. We have an approved rate of 43 to 1. 

Mr. FerigHan. What is that 35 to 1? 

(Feneral Kissner. Spain maintains 35 to 1 is its rate. We use the 

ute of 43to1. Thisis really about $67 million worth of pesetas at the 


» to 1 rate I believe these wheat pesetas were nevotiat d at 121, 
ol, Mr. Wi lliams negotiated this rate of 1914, 

Mr. Meaper. The Con imodity Credit C orpor: ‘at on pesetas were gen 
ated at the 43 to 1 rate, but the economic aid pesetas wert » venerated 


era 
t the 35 to 1 rate? 
General Kissner. That is right. 
Mia. Meaper. But we spend them at the same rate / 
General Kissner. Yes. When I first came here the rate wa 
he dollar. Now it is 43. My buying power has been reduced as an 
ndividual, because we are paid in dollars as individuals. 
Mr. Brownson. Isa copy of that chart available? 
General KissNer. Yes: it is not in color. 
Mr. Brownson. There is nothing classified on that ? 
General Kissner. No. 
(The chart, exhibit 19, referred to is herewith inserted.) 
Colonel Smirn. This 43 rate is currently the world market rate, and 
t is the most favorable rate we have received. For ease in accounting 
we have adopted that rate, with Washington approval, for the use of 
pesetas in construction so that we have a uniform rate. The 35 rate 
was a compromise of about 5 different rates in Spain, ranging from 
¥1 to 38.9. Thirty-five is the rate adopted merely for the generation 
of economic aid pesetas, 








134 OPERATIONS OF U. S. IN FRANCE, SPAIN, AND GERMANY 


) 
General Kissner. Say agricultural machinery comes into Spain. 
It isa grant to the Government of Spain and the Government places 
Live nds of industry. Then they vet 4 rate for that dollars’ 
worth. Phe Spanish Government uses those pesetas 1n some cases 
to subsidize certain industries. and in some cases Oo tax certain 


industries 
Mr. Brownson. Do you negotiate at all with the Spanish on peseta 


rates ¢ 

General Kissner. That is done by the Embassy. 

We are fre of all « ustom harges 1n Spain and ili taxes that ale 
aiscerl ible. ind we have made eood progress. 

Mr. Ky IGH AN, Is there any termination date on these negotiations 


that have been concluded ? 

General KissNer. Yes. The agreements call for 1, years with 
twod year extensions. We tried to geta ZU veal ivreement., 

Mr. Ferouan. What was the starting date? 

General IX ISSNER. Septembe1 1955. 

Mr. MEADER. Fon all these bases, is there a total lump-sum figure 
you can give us! 

General IK ISSN] r. I thu k these houres are classified 

Mr. Brownson. At this time I would like the record to show that 
the briefing was continued as to the work of JUSMG, and this portion 


is off the record for security reasons. 
(Briefing off the record.) 
Mr. Brownson. Thank you for a very fine briefing. 
(Thereupon, at 10:30 a. m., the briefing was concluded. ) 
(The following chart, exhibit 20, was presented for the record :) 
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INTERNATIONAL OPERATIONS OF THE UNITED STATES 
GOVERNMENT IN FRANCE, SPAIN, AND GERMANY 
(Cotton Briefing, Madrid, Spain) 


TUESDAY, NOVEMBER 23, 1954 


House or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Madrid, Spain 

The subcommittee met in the office of the Honorable Edward L. 
Williams, Minister for Economic Affairs, Juan Bravo 18, Madrid, 
Spain, at 12 o’clock noon for a briefing on the handling of cotton 
transactions in the Spanish aid program, the Honorable Charles B. 
Brownson (chairman) presiding. 

Committee members present: Representatives Charles B. Brown- 
son (chairman), George Meader, Katharine St. George, and Harrison 
A. Williams, Jr. 

Committee staff present: Maurice J. Mountain, staff director; 
Walton Woods and Arthur Perlman, staff investigators; and Wallace 
Parks, staff member. 

Also present: E. M. Rabenold, Jr., State Department escort officer ; 
Lt. Col. Gerald Jorgensen, Air Force escort officer. 

USOM (United States Operations Mission to Spain) and Embassy 
representatives present: The Honorable Edward L. Williams, Min- 
ister for Economic Affairs and Director USOM; Roy R. Rubottom, 
Deputy Director USOM; Harry C. Thomas, Controller USOM; 
Oliver L. Sause, Jr., international economist; Burl Stugard, agricul- 
tural attaché; W. Pierce MacCoy, administrative officer; and Charles 
P. Fossum, Chief, Food and Agriculture Division (USOM). 

Mr. Brownson. The committee will come to order. 

Would you explain, Mr. Williams, the manner in which cotton 
transactions in the Spanish aid program are handled ¢ 


FURTHER STATEMENT OF HON. EDWARD L. WILLIAMS, MINISTER 
FOR ECONOMIC AFFAIRS AND DIRECTOR, UNITED STATES OPERA- 
TIONS MISSION, MADRID, SPAIN; ACCOMPANIED BY HARRY C. 
THOMAS, CONTROLLER, UNITED STATES OPERATIONS MISSION, 
MADRID, SPAIN; BURL STUGARD, AGRICULTURAL ATTACHE, 
MADRID, SPAIN; AND ROY R. RUBOTTOM, DEPUTY DIRECTOR, 
UNITED STATES OPERATIONS MISSION, MADRID, SPAIN 


Mr. Epwarp WittiAms. Would you mind my answering that a little 
differently from your question! I will sketch to you what has hap- 
pened in the purchasing of cotton in Spain and what I think are the 
two problems presented. 
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Mr. Brownson. If you do this I think we will develop the same 
thing. What we would like to get first is a picture of how they do 
it now, and then develop the evolution of this process. 

Mr. Epwarp WituiAMs. So far we have given them an allocation of 
$14.5 million for cotton under section 550. They issue (PA's) to the 
cotton center and the cotton center buys the cotton. Before buying 
cotton, the cotton center requests of mill owners the types and grades 
of cotton they want, and with that in hand they make their orders, ask 
for bids. The cotton center appoints a committee to make the pur- 
chase, and usually at 12 o'clock on the date set they open the bids and 
they take the lowest bids for the types of cotton they have requested 
bidson. If they want 10,000 bales and you make the lowest bid cover 
mine LOOOO bales. they will take it from you. If you otfer 2 VOU bales 
and are the lowest bidder, they will take yours and the next lowest 
until they have what they want. They hold the cotton and then they 
sell it to the mills. 

Mr. Meaper. Mr. Chairman, might | ask a question / 

Mr. Brownson. Yes. Mr. Meader. 

Mr. Meaper. Is any cotton exporter entitled to bid to sell cotton 
to the Cotton Center / 

Mr. Epwarp WinuiamMs. Yes. I do not know that I could say every 
one in the world, but there are some 131 agents, brokers, and merchants 
represented in Barcelona. 

Mr. Meraper. Is there some licensing’ or some process of restriction 
so that agents for American exporters are limited to a certain number / 

Mr. Epwarp WituiaMs. I know of no such regulation. 

Mr. Tuomas. There is one exception to that. If a cotton supplier 
has shipped very poor cotton, the centro, as a penalty, will not permit 
him to submit bids for maybe 1, 2, 3, up to 7 or 8 offerings. 

Mr. Enwarp WiuuiaMs. I was talking about the right to bid. 

Mr. Meaper. In other words, they can blacklist ? 

Mr. Epwarp WintutaMs. They have blacklisted 8 people in the last 
tor 5 weeks. 

Mr. Mraper. But other than that there is no process of getting 
qualified through the Spanish Government or through the cotton 
center / 

Mr. Thomas. No, It is a straight bidding proposition. 

Mr. Brownson. Does this bidding process take place in Barcelona ? 

Mr. EKpwarp Wittiams. Yes; and a committee of centro opens 
them here, 

Mr. Brownson. How long have they been buying cotton this way / 

Mr. Epwarp Witniams. Since the spring of 1952. 

Mr. Brownson. Has the penalty process for the delivery of inferior 
cotton been in ettect since the start of the plan ¢ 

Mr. Evwarp Wituiams. I think it has, but I do not think it was 
used as rigidly as now. 

Mr. Thomas. It was a new decree in January. 

Mr. EKowarp Wititams. There is a double penalty in certain 

reumistances, 

Mr. Brownson. Previous to the introduction of this plan involvii 
the cotton center, importers would import their cotton clirectly ¢ 

Mr. Eywarp WituiaMs. Yes. 

Mii Brow NSON, And the only limitation Was the amount of foreign 


lv 


exchange available ? 
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Mr. Epwarp Witiiams. Yes. Foreign exchange was not controlled 
as well as it is now. 

Mr. Brownson. Did they not have an arrangement with the Span 
ish Government to import certain cotton to make up for the amount 
of cotton used in exported textiles / 

Mr. Epwarp Wintiams. Yes, 

Mr. Brownson. Why was the old free trade pri ictice discontinued 4 

Mr. Epwarp Witutams. This is the story we get from the Minister 
of Commerce, and I have heard him tell it to the mill owners them 
selves. The textile industry largely is settled around Barcelona. 
The people in Barcelona are pretty wealthy. Following the Spanish 
civil war they bought cotton and took that cotton and sold it on the 
black market. They sold it for pesetas and then they took the pesetas 
and bought more dollars, and it ran the peseta rate way up, and they 
took more dollrs and bought more cotton and sold it on the black 
market. The net result was that there was not the actual production 
in Spain. Some of that cotton, the world price of which was 34 
pesetas a kilo, was selling at over 100 pesetas. So the Spanish Gov 
ernment was not getting proper textile production and it was affect- 
ing their peseta exchange. 

The centro was set up in 1952 when the Ministry of Commerce was 
split from the Ministry of Industry. 

The cotton centro is composed of all the brokers and merchants 
and importers and representatives of cotton traders in Barcelona. 
They have a governing body and they have a committee that ascer- 
tains what kind of cotton is needed by the textile manufacturers, and 
they buy and sell. Generally speaking, they buy at roughly 34 pesetas 
a kilo today. 

Mr. Brownson. The cotton center, as I understand it, is quite an 
old trade organization of cotton importers, merchants, and brokers. 
Is that right ? 

Mr. Epwarp Witu1aMs. Today it is a monopoly for buying and sell- 
ing cotton. It dates back to 1951 or 1952. 

Mr. Brownson. But they took over an existing trade organization 
as a nucleus? 

Mr. Epwarp Witttams. Yes. 

Mr. Brownson. And I understand none of the textile manufac- 
turers or weavers are eligible for membership, only brokers? 

Mr. Epwarp Witui1aMs. That is right. 

Mr. Brownson. Can textile manufacturers or cotton users obtain 
cotton at the same price that it could be imported independently ? 

Mr. Epwarp Wiuiiams. It depends on whether ri are subjected 
to the tax placed by the cotton center, because the c otton center buys at 
about 34 pesetas a kilo and sells at about 54 pesetas a kilo. To en- 
courage cotton growing in Spain the domestic cotton is purchased at 
about 47 pesetas a kilo. The difference between 34 and 54 is really a 
tax, but it is used to balance the foreign exchange. 

They have also encouraged the export of textiles. The reason they 
= that is because they have about 6 rates of import exchange and 6 

‘ates of export exchange. None of those rates are realistic in the 
sense they do not represent the world market value of the peseta. 

The world market value of the peseta, I suppose, would be the mal 
ket at Tangier, which is about 4214 or 43. The highest rate they have 


HOUS4 DD 10 








140 


OPERATIONS OF U. S. IN FRANCE, SPAIN, AND GERMANY 





for normal import and export is 38.90 and the lowest 10.95. 10.95 is 
the rate they use to pay for diplomatic service abroad. If a man gets 
1,000 pesetas a month, that is converted to dollars at the rate of 
10.95 pesetas per dollar. If it is something they want to export for 
the exchange, they will make the rate accordingly. If it is something 
they need in Spain and do not want to export it, they will make the 
rate accordingly. So the rate runs from 10.95 to ¢ 38.90, and it is all 
below the true value of the peseta. The difference is really a tax, but 
it does not gO through the normal channels of a tax. 

Mr. Brownson. How is the per capita cotton consumption in 
Spain ? 

Mr. Epwarp WituiaMs. It is pretty low. I will ask Mr. Fossum to 
give you that. 

Mr. Fossum. It is very low. 

Mr. Brownson. About 6 pounds? 

Mr. Fossum. Between 6 and 7 pounds. 

Mr. Epwarp Wituiams. I told the Minister of Commerce, “When 
you buy cotton at 34 pesetas and sell it at 54 pesetas and also give some 
subsidy for cotton textiles exported, you are really m: aking the 
Spaniards pay moe for cotton textiles than they should pay. 

He said, “Yes, but it does not amount to much, only about 8 cents ¢ 
shirt, and if we do not do it with cotton we will have to do it with 
something else. This is a way of getting foreign exchange and also 
encouraging the growing of cotton in Spain.” 

Mr. Brownson. When he said 8 cents a shirt, did he count all the 
markups ? 

Mr. Epwarp Witu1AMs. The markups may bring it higher, but not 
a great deal. 

Mr. Brownson. What does a cotton shirt sell for here? 

Mr. Enwarp Witxiams. I do not know. I never bought one here. 

Mr. Rusorrom. Eighty to one hundred pesetas are the cheaper ones. 
Shirts comparable to what we get at home would be about $10. 

Mr. Epwarp Witi1ams. Cotton goods are high in Spain. There is 
machinery from the States, Sweden, Italy, all mixed up together. 

Mr. Brownson. Has this system of importing cotton through the 
center presented a problem to the FOA? 

Mr. Epwarp WituiaMs. Yes. One is we do not like buying con- 
trolled by the Spanish Government. We do not like the tax put on 
textiles, and we do not like the multiplicity of exchange rates. That 
is one problem. 

The next problem is: Initially, when the Cotton Center was start- 
ing, they had very little exchange and they tried to get the “mostest” 
cotton for the least dollars. When the mills would send in their de- 
sires for cotton, they would ask for bids on the cotton as requested by 
the mills, but some bidder would put in a low bid and deliver cotton 
offgrade and rely on the arbitration clause. The arbitrators were 
generally more favorable to the shipper than to the Cotton Center. 
It has now developed to a point where almost everybody has been de- 
livering, in the last few months, cotton that is badly offgrade. Two 
shipments, aggregating $55,000, were turned down completely. 

The cotton mill owners want to go back to direct buying. That 
presents two problems: 
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(1) If they did go back to direct buying, the Minister of Commerce 
is afraid they will start dealing with the exchange in Tangier. He has 
eliminated by this method the black market and cotton is available. 
As long as he keeps his multiple exchange rates he has to have a way of 
balancing the exchange rates. 

Mr. Brownson. Who turned down the $55,000 of shipments? 

Mr. Epwarp Wiiu1Ams. The inspectors. 

Mr. Brownson. Whose inspectors? 

Mr. Epwarp WiixiiaMs. Our own inspectors. 

Mr. Tromas. On the basis of samples sent to the Department of 
Agriculture, when FOA found the quality deficiency was so exces- 
sive they ruled out financing of the whole shipment. OA has always 
had the policy of grading cotton samples since ECA days. 

Mr. Brownson. You have been inspecting cotton since you first 
came in? 

Mr. THomas. Yes. 

Mr. Brownson. And this was the first quality deficiency FOA felt 
was sufficiently serious to turn back the shipment ¢ 

Mr. Tuomas. This is the first review made by the Department of 
Agriculture. 

Mr. Brownson. Did they report the other shipments were offgrade 
too ¢ 

Mr. Tuomas. They will when they have examined them. 

Mr. Epwarp Wiu1AMs. Our advice is that practically all cotton 
shipped from the United States in the last few months has been 
offgrade. 

The first I knew about the cotton situation was in November or 
December a year ago when we went to Barcelona and the textile people 
talked to us about wanting to import cotton direct. We asked them 
about the differential in price, and they want to keep that. They 
think they should encourage domestic production. 

Shortly after that the Cotton Center people came to us and said 
this offgrade delivery was increasing, and they asked if they could 
vet from the United States a list of good reliable dealers and 
blacklist. 

I said “No,” but that what they should do in my opinion was what 
you do as an individual. If X company ships bad cotton more than 
once, do not deal with them. 

Then they said, “Is there any way of getting cotton inspected be- 
fore it is shipped”? 

We wrote to FOA and the ‘y wrote to the American Cotton Shippers 
Association, and they said there was no way to handle it. That is 
what they do in Egypt, they tell me, and in Brazil they have some- 
thing, not as good, but they put on a double penalty in Brazil. 

There has been on ible agitation, and I certainly do not make 
a charge of conspiracy, but there has been great agitation by Ameri- 
cans urging us to break up the Cotton Center. 

Our feeling i is, we do not like the Cotton Center and would like to 
urge on the Spanish that their inspection at Barcelona be more severe 
and that mill owners be represented on the inspection board. But we 
do not think this shipment of cotton offgrade stems entirely from the 
fact there is bulk buying. 
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There are two problems. One is the cotton buying in bulk, and the 
other is delivery of offgrade cotton. My own feeling is that there is 
not any doubt of the fact Americans have delivered otfgrade cotton. 
I think that is wrong. I think if we want somebody to put their 
house in order we ought to put ours in order first. 

The Spanish today respect Americans, and we should make every 
effort to set our house in order or we are adverse ly affecting ever ybody 
who wants to do business with Spain. I think it is a simple principle 
that we should insist that good cotton is delivered, then we can go to 
the Spanish and urge on them something else they ought to do. 

Mr. Harrison Witiiams. You say the millowners have complained 
about the offgrade cotton / 

Mr. Epwarp Wituiams. They complain they do not get the cotton 
they want. 

Mr. Harrison Wiitiams. And it has not been the grade of cotton 
contracted for ¢ 

Mr. Epwarp Wixutams. That is right. 

Mr. Harrison Wititiams Has the Cotton Center complained ? 

Mr. Epwarp WiuutamMs. Yes. 

Mr. Harrison Wititams. What do the shippers say ? 

Mr. Epwarp Wituiams. The shippers say they cannot get the | 
ness unless they put in a bid for cotton they know is below the world 


sUusl 


market. They rely on the arbitration board under the arbitration 
clause. 
Mr. Tromas. May I add, in the first shipments which were exam 


ined in Barcelona, vo the arbitration procedures they went through, 
our records indicate that in the socalled “easy ’ shipments the shortage 
of weight was three times the value of the quality deficiency. It is a 
deficiency in quality and weight. 

Mr. Epwarp Winuiams. They prefer the American cotton, but the 
American cotton has been so offgrade they have been taking Egyptian 
and Brazilian cotton. 

Mr. Brownson. All this cotton brought in from America is brought 

from individuals: none is Government-owned cotton ? 

Mr. Epwarp Wituiams. It might be. We have encouraged buying 
through regular channels, but what the Cotton Center is asking now 
is—on the new cotton they ask funds for they want it to be cer- 
tified by the Department of Agriculture before it is shipped. That 
will cost them $4 or $5 a bale more, but they say that is the only way 
they can be sure they vet the proper grade. 

Mr. Brownson. Is there not anybody else in the world who buys 
cotton in America who Inspects the cotton before it is shipped ? 

Mr. Eowarp Witiiams. I cannot answer that question. If they 
buy certified cotton it is inspected before it is shipped. 

Mrs. Sr. Grorce. But it is inspected by the Department of Agr) 
culture. 

Mr. Epwarp WitiiaMs. I have seen letters and the replies that the 
Cotton Center wrote to the American Cotton Shippers Association 
asking if they could not make arrangements with a private outfit to 
inspect the cotton, and they said “No”; that could not be arranged. 

Mr. Brownson. In other words, this cotton comes in here, and I 
understand all this cotton when it comes in is reclassified on arrival! 
by pecial irbitrators appointed by the Cotton Center committee 


/ 
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Mr. Kpwarp WinuiaMs. Yes. 

Mr. Brownson. And that is because of the long-standing practice 
that cotton cannot be sent back, but there can be arbitration / 

Mr. Kypwarp WintuiamMs. Yes. 

Mr. Brownson. That is because of the freight charges / 

Mr. Eowarp Wituiams. Yes. 

Mr. Brownson. This cotton is delivered to the spinners by the cot 
ton merchants in accordance with this classification ? 

Mr. Enywarp WitutiAmMs. The Cotton Center sells to the spinners. 

Mr. Brownson. Only employees of the Cotton Center and me eave rs 
of the American Cotton Ship pers Association are allowed to deal i 
United States raw cotton in Spain / 

Mr. Epwarp WinutaAMs. I think anybody who has a representative 


In Barcelona can put in bids. I suppose so far as Americans are 


concerned those bids will be put in by their brokers. 

Mr. - wNson. And the Cotton Center contends that all the agents 
belong t »> their organization / 

Mr. Enpwarp Wixuuiams. Yes. 

Mr. ee You have told us about the complaints from the 
textile manufacturers, and that the complaints are referred to an 
ibitration board. Will you tell us about this board, who its members 
are, how they are appointed, how this board functions, and so forth ? 

Mr. Epwarp Wituiams. I will give you a sketch. 

The Cotton Center has about 130 people altogether, and they have 
a board and a committee. This committee we are now dealing with 
is the committee that secures the needs of the cotton spinners and 
that the cotton gE rs contribute to. Then the board asks for bids 
and they open the bids at 12 o’clock on the date set in the prese nce 
of the committee, and they take the lowest bids until the requirements 
are filled. 

Mr. Brownson. What about the arbitration board / 

Mr. Epwarp Winttams. The arbitration board is also made up of 
brokers. and we want them to have some millers on it. 

Mr. Brownson. This arbitration board does not include any rep 
resentation of the ultimate purchasers at all? 

Mr. Epwarp WinuiAms. I do not understand that it does. 

Mr. Brownson. The arbitration board has apparently been classify 
Ing this cotton at a higher level than some of the millowners think is 
jus tified ¢ 

Mr. E1 WARD Witurams. That is right. The millowners do not suffer 
so much financially that way as they do in failing to get the type and 
quality they want. The millowners said it was not just the question 
of offgrade cotton but the quality of the cotton. 

I said, “Do you not grade cotton here like we do in the United 
States” ¢ 

They said, “Yes.” 

And I said, “I do not see why you need any more grading of cotton 
in Spain than in the United St: ates.” 

So they retreated a little bit; then they said: “Of course if we de . 
with X company, X company knows the quality we want as well ; 
the orade and we get better cotton.” 
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There may be something to that, I do not know, but the quality 
question disappeared in thin air after we talked about it- 

Mr. Brownson. Any questions? 

Mr. Mraper. Mr. Williams, you said in the last few weeks two 
shipments had been rejected ¢ 

Mr. Epwarp WituiamMs. Yes. 

Mr. Meapver. Who did that rejection? Was it the Cotton Center 
itself or FOA ? 

Mr. Tuomas. When the cotton arrives in Barcelona samples are 
tested by the Center. On the basis of their examination the vy enter into 
an agreement with the shipper in regard to the refund that is to be 
made. 

Mr. Meaper. The American shipper is paid before the cotton arrives 
n Barcelona ? 

Mr. Tuomas. That is right. Those adjustments are reported to 


this mission, and on the basis of their arbitration we request a refund 


+ 


from the Spanish Government in the same amount they will get from 
the shipper. 

Mr. Mraper. Does anyone on hehalf of FOA actually ao Ny inspe 
tion of cotton ? 

Mr. Tuomas. No. 

Mr. MEADER. \ ou take the word of the cotton shippe1 ¢ 

Mr. Trromas. Yes: and bill on the basis of the arbitration agreed t 
between the buyer and the seller. 

Che second ty pe of refund comes from a price examination in Wash- 
ington. Before the cotton is shipped, samples are drawn and sent to 
the Department of Agriculture, who analyzes them and sends the 
results to FOA. FOA examines the results of that sampling on the 
basis of the price charged for what was shipped. If the price is high 
for the quality that was shipped, independently of this sampling 
over here, Washington will bill for the difference. In some cases that 
billing will be higher and in other cases lower than the arbitration 
in Barcelona, and a corresponding adjustment in refund is made here 

Where it is found that the quality is excessive in its deficiency, FOA 
will rule out the financing of the entire shipment. 

Mr. Epwarp WituiaMs. The first adjustment he is talking about, let 
us assume the world market for the erade asked for in the bid is 26 
and the bid is o4. They erade the cotton that is shipped, and they 
compare that with the cotton that was requested. Let us suppose the 
cotton shipped was worth 32 instead of 34. The first adjustment would 
be the difference between o4 and oe because they failed to deliver what 
they bid on. 

When FOA checks, they say, “That cotton that you delivered should 
have been 32 and you charged 34.” So their adjustment is 2 

Mr. Meaper. And the FOA determination is the final determination 
and would supersede the arbitration ? 

Mr. Epwarp Witu1aMs. No. The first arbitration would be effec- 
tive as between the cotton shipper and Centro. The second adjustment 
is the adjustment the FOA would make between it and the Spanish 
Government. It might be that those two adjustments would not be 
the same. You are comparing in one case the value of the cotton on 
which bids were requested against what was delivered; and in the other 
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case you are comparing the world cotton price of the cotton delivered 
against what was paid for. 

Mr. Tromas. On the basis of the examination in Barcelona of a 
particular shipment, the settlement agreed to—— 

Mr. Meaper. Can you name the shipper? Is there anything wrong 
with that? 

Mr. Tnomas. No, but I do not remember the name of the shipper at 
the moment. The arbitration at Barcelona was $4,111. We billed 
the Spanish Government. However, the examination in Washington 
proved excessive deficiency and Washington threw out the entire 
shipment, involving $38,000. On that basis, since Spain had already 
paid back $4,000 to FOA—— 

Mr. Meapver. In other words, the cotton would have stayed here 
but paid for from funds other than FOA ? 

Mr. THomas. Yes. 

Mr. Epwarp Wituiams. I believe in the beginning of the purchas- 
ing by Centro their inspection of cotton was not as good as it should 
be. They were trying to get the most cotton for the least money. 

It has been charged that the cotton shippers have joined with the 
millowners and are shipping infe ior cotton in order to break up the 
Cotton Center. The shippers say the only way they can do business in 
Spain is to ship cotton of a lower grade than called for in the bids. 

Mr. Brownson. This is reminiscent of the Remington Rand Greek 
situation. That is where they decided to do business in accordance 
with the business morals in Greece instead of the business morals in 
the United States. I suppose the American cotton shippers said, “If 
that is the way the show is run in Barcelona, that is the way we will 
do it.” 

Mr. Epwarp WituiAMs. There is no quest ion the textile pe ople in 
Barcelona made a killing on the black market in Tangier. 

Mr. Brownson. Do you know the extent in dollars of the cotton 
that has been examined by FOA Washington, and do you have any idea 
how much the United States has paid in excess of the current market 
price for cotton shipped as a result of this grade variation ¢ 

Mr. Tuomas. I have the first refund request the United States 
made. The total refund was $55,413.75, and that was on the basis of 
sampling $4 million worth, I believe. I am not sure of that last figure; 
it seems high. 

Mr. Brownson. My figures show that of the toal of $14.5 million 
of cotton shipments on the date of our memorandum, FOA had ex- 
amined vouchers totaling about $4 million and had established that 
the United States has paid about $75,000 in excess of the current mar- 
ket price for cotton shipped. 

Mr. Tuomas. I said $55,000. That should be $73,679.57. That 
includes the 2 shipments that were thrown out completely, as well as 
about 20 other shipments. 

Mr. Brownson. Can the United States recover this amount of 
money ¢ 

Mr. Tuomas. There is no question of recovering it. We, as a matter 
of fact, ask the Spanish Government to refund the dollars, and they 
write their own check, using free dollars, and reimburse FOA. 

Mr. Brownson. I understand section 510 of the Mutual Security 
Act of 1954 is held by some to exempt cotton in bulk from the pro- 
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vision that all goods purchased under the act shall be at the current 
market price. 

Mr. Tiromas. I think it is quite obvious it is the current market price 
they use to eXamine the transaction to find out whether the charge 1s 


over or less for the quality shipped. 

Mi Brow Nson. As I understand, in section 510 of the Mutual Se 
‘curity Act of 1954, down in fine print it says that cotton in bulk shal! 
be exempt from the provision that ill goods purchased under the act 
shall be at the current market price. 

Mr. Epwarp Wintiams. I do not thin 
basis, 

Mr. ‘T nomas. I think the question would have to be answered from 
Wash negton. 

Mr. Brownson. It is my understanding FOA contends that it was 
not the intent of Congress when it wrote section 510 into the act to 


k we have dealt with it on that 


have the United States pay in excess of prevailing market prices for 
otton, and I think there is a heated discussion goINng on in Washing- 
non that point at this time. Is that right, Mr. Mountain 4 

Mr. Mounratn. That is correct. 

Mr. Thomas. This system of buying and selling cotton under ar 
bitration is not confined to Spain. This is a perfectly normal pro 
‘edure in all countries, and it makes no difference whether you are 
selling under bulk buying arrangements or selling directly to the mills. 
It so happens here that the problem is new to Spain. 

Mr. Epwarp Wittiams. We know there has been considerable pres- 
sure by the millowners in Spain and in America by the cotton mer 
chants to break up ¢ ‘entro. 

Mir. BRow NSON. Would you say this whole problem of the delivery 
of inferior cotton from America is a serious consideration affecting 
Spanish-American relations / 

Mr. Eywarp Wituiams. I think it is very serious. They look to 
America for many things, and I think when almost everybody from 
America ships olfgrade cotton that is a poor thing to do. The mill 
owners are taking Egyptian and Brazilian cotton when they would 
rather have American cotton. That is about the poorest way of selling 
in Spain that I know of. 

Mr. Srucarp. The cotton buying men were in town while you were 
gone, and the cotton millowners have also indicated there was a pos 
sibility it would be changed this winter or next spring. Marcus, the 
spokesman for the Cotton Centro, said there would be no change for 
2 or 3 years, and that they would rather forego American aid than 
give up the Centro. 

Mr. Eywarp Witutams. Arburua has said in no uncertain terms 
that they were not going to abandon the Centro. 

Mr. Brownson. That is the Minister of Commerce ? 

Mr. Envwarp WituiaMs. Yes. 

Mr. Meaper. I would like to ask this question: I do not presume 
there is any history of American shippers “fudging” on their con- 
tracts such as seems to have been widespread here. What is the 
explanation / 

Mr. Epwarp Witutams. Say all of us were cotton brokers in Bar- 
celona, and they asked for bids. Say I turned in a low bid and deliv- 
ered poor cotton and relied on the arbitration board. So I get the 


business. 


fe) 
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Mr. Williams over here says, “I want some business too, and the 
only way I can get it is to underbid and deliver poor cotton and de- 
pend on the arbitration board.” 

I do not think that is sound. 

Mr. Rusorrom. There have been 3 Export-Import loans to Spain 
for cotton in the past ¥ or 3 years. The last 2 were in 1952 and 1953. 
The pressure, as far as the cotton shippers are concerned, has been 
building up right along. Last year we had here, I am sure by design, 
the vice president of the National Cotton Council and one of the 
executive secretaries of the American Farm Bureau. We spent an 
hour and a half with Arburua, during which these two gentlemen 
were calbeahien and they went into this bulk buying. I think their 
views were listened to respectfully, Up until recently there has been 
no indication that the Cotton Center would be dissolved. 

Mr. Epwarp Witiiams. Copper and other things are purchased in 
bulk and we have had no trouble. 

Mr. Brownson. At the time of this visit no inferior cotton had been 
delivered ? 

Mr. Epwarp WixtuiAMs. I would not say none, but not to the degree 
that exists now. After spending an hour and a half with Arburua, 
there was a meeting the next day at which Arburua got up and said 
he would tell them just what he thought about it. 

Mr. SruGarp. Regarding the purchase of cotton from Brazil and 
Egypt, the Cotton Centro boys say they will buy cotton from Egypt 
and Brazil only to the extent they can under the bilateral agreements. 
They prefer American cotton, but they are put in the position of hav 
ing to buy other cotton because they do not have the foreign exchange 
to buy wherever they want. 

Mr. Epwarp Wiuiams. They do not have the trouble with the 
deliveries from Egypt because the cotton is inspected in Egypt, and 
there is a double -_ nalty in effect in Brazil. 

Mr. Brownson. The cotton from America is all examined by FOA ¢ 

Mr. Tuomas. “By the Department of Agriculture. A  10-percent 
sampling is examined by the Department of Agriculture. 

Mr. Brownson. Is a 10-percent sampling adequate / 

Mr. Tuomas. It is possib ile to pick the 10 worst bales out of a 
hundred, and 10 percent might not reflect the true quality deficiency. 

Mr. Brownson. This cotton is inspected in the United States, be- 
fore it is shipped, by the Department of Agriculture, on request of 
the FOA ¢ 

Mr. THomas. Only the samples drawn are inspected. 

Mr. Brownson. If this sampling process is going on in the United 
States now, why cannot the Importers i ) Spain have the benefit of 
this sampling ¢ 

Mr. Enwarp Wititams. They do, but too late. 

Mr. Brownson. I understood you to say they wrote in to the De 
partment of Agriculture and said they would like an inspection made 
in the United States, and the Department wrote back and said it 
could not be done? 

Mr. Tuomas. That was the American Cotton Shippers Association 
that made that statement. 

Mr. Brownson. They apparently are not telling the whole truth. 
We are giving them the old redtape treatment. 
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Mr. Evwarp WiuiitaMs. I think there is another way to remedy the 
situation, and that is for the Cotton Centro to have some mill people 
on their arbitration board. 

Mr. Brownson. Do vou not think we should set out house in order 
before we tell them how to compose their arbitration board : We are 
not particularly interested in the pressure being put against bulk 
buvinge. but what I am curious about is the American end of this 
deal, because we are supporting American cotton to the tune of a 
whale of a lot of money, and here is somebody who wants to buy 
American cotton, and we are in this complex situation. Why could 
not the Cotton Center have a small group in the United States to 
examine the cotton at the same time the Department of Agriculture 
takes out its samples ¢ 

Mr. Epwarp WixuraMms. I think it would be very wrong for us to 
say that our cotton dealers in the United States are so little to be 
trusted the Cotton Centro would have to have a representative over 
there. 

Mr. Brow NSON,. It is beyond conjecture. I think the record is pretty 
clear. 

Mr. Rusorrom. I am sure there is some other way of getting at it. 

Mr. Srucarp. Has not all this trouble come about because the Gov- 
ernment here wants to buy the “mostest” cotton for the “leastest” 
money‘ ‘That has been the theme all the way through until very 
recently. 

Mr. Epwarp Wititams. I have no doubt that in the beginning as 
tight as the exchange was, that was the situation. Then the thing 
began to snowball until everybody got into it. 

Mr. Tuomas. Out of over 100 bidders on this $14.8 million of cotton 
there were 76 different suppliers involved in the FOA financing. 
With 76 you have quite a cross section of suppliers, so it is not a local- 
ized problem. 

Mr. Epwarp Winuiams. We began to look at one time to see if there 
was some small group getting this business, but when you have 76 
people sharing in the business you cannot say there is any frameup 
there. 

Mr. Brownson. When these bids are requested, are they only from 
United States cotton brokers ? 

Mr. Epwarp Wixiitams. I would say if it is American cotton they 
want they would ask for bids from everybody representing American 
cottol shippers in Barcelona. 

Mr. Brownson. American cotton shippers could not say it was 
competition with Egypt that caused them to do this? 

Mr. Epwarp WiiutAmMs. No. 

Mr. Brownson. It was competition with each other, and they are all 
bidding on a phony basis? ; 

Mr. Tuomas. Yes. 

Mr. Enwarp WititAMs. Some people have said to us there is a 
differential between American and Egyptian cotton. They say that 
sometimes the gradations, so far as American cotton is concerned, do 
not tie in tothe American market. We looked into that and we cannot 
find any evidence to support that. 

Mr. Mreaver. Mr, Thomas, from what I understood you to say about 
other countries, this arbitration procedure is the usual method? 





-emnetiesiow 
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Mv. 'THomas. Yes. 

Mr. Meaper. Even though there is no bulk buying / 

Mr. ‘THomas. That is correct. 

Mr. Meaper. And that was true before you had the Cotton Center ¢ 

Mr. Tuomas. Yes. 

Mr. Mraper. This arbitration procedure is not peculiar to the situ- 
ition we are discussing / 

Mr. THomas. No. 

Mr. Brownson. Some of these questions have been answered before : 

The cotton imported by Spain from the United States is classed or 
graded in the United States by ra Agricultural Marketing Service / 

Mr. Epwarp WittiaMs. Yes, by a 10-percent sampling process. 

Mr. Brownson. Is this Agricultural Marketing Service grading 
used as a basis for establishing that the United States is paying the 
current market price for the cotton shipped / 

Mir. Epwarp WiiuiaAmMs. I cannot answer that. 

Mr. THomas. That is true as far as FOA financing is concerned. 

Mr. brownson. Would the grading by the Marketing Service also 
show whether the cotton examined was equal to the class or grade 
specified in the FOA contract ? 

Mr. THoMAS. No. 

Mr. Brownson. Does FOA use variances between cotton shipped 
and cotton contracted for as a basis for withholding shipment from 
the United States ? 

Mr. THomas. No. 

Mr. Epwarp Witiiams. | am not sure of the third question. Will 
you read it again ‘ 

Mr. Brownson. Would the grading by the Marketing Service also 
show whether the cotton examined was equal to the class or orade 
specified in the FOA contract / 

Mr. Epwarp WirtutaAms. I do not know that the Service does that. 

Mr. THomas. There is no reference to the contract when FOA 
evaluates the shipment on the basis of our price review. That is on 
the basis of the Department of Agriculture saying, “This is what 
Was ac tually shipped,” and FOA prices it, 

Mr. Brownson. If FOA did employ the Marketing Service findings 
as an instrument to enforce contract specificat ions, would it eliminate 
the tvpe of complaint the mission is now receiving from the Spanish 

otton end-users / 

Mr. Tuomas. I think the answer to that is “Yes,” but from a prac 
tical point of view FOA would not be able to maintain a sufficient staff 
to carry on that type of sampling operation. 

Mr. Brownson. Is it not true that on other woods and commodities 
pure hased in the United States under the foreign aid program FOA 
does require proper inspection before such material leaves the United 
States ¢ 

Mr. Tuomas. No, I do not think that statement will hold true, be- 
cause FOA on our commodities maintains a price review. 

Mr. Brownson. We are thinking in terms of the inquiry into the 
hexylresoreinol pills in Indochina, where there was a mistake made 
but the shipme nt was sampled before it was consigned to Indochina. It 
was improper sampling, but the inspection was being made by FOA 
prior to shipment. 
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Mr. Epwarp Wituiams. Generally that is not done. 

Mr. Tuomas. Perhaps that will fit certain types of commodities such 
as grain, but when it gets to equipment I do not think there is a service 
performed in the States prior to shipment. 

Mr. Brownson. Those other items were GSA procurement, I be- 
lieve. 

Mr. Epwarp WixuiaMs. That is different. 

Mr. Brownson. The arrangement that is pending now for inspec 
tion of this cotton at the request of the Cotton Center would be a De 
partment of Agriculture certification: 1s that correct 4 

Mr. Tuomas. Yes. 

Mr. Brownson. What does a Department ot Avricult ire certifien 
tion of cotton consist of 7 

Mr. THomas. Actual inspection by representatives of the Depart 


ment of Agriculture. : 
Mr. Brownson. Every bale is inspected ¢ 


Mr. Tomas. Yes. 

Mr. Brownson. How much would that cost the Cotton Center / 

Mr. Tromas. Probably about $5 a bale. 

Mr. Srucarp. Maybe a little less. 

Mr. Brownson. Is the Department of Agriculture doing that for 
domestic users now ? 

Mr. Srucarp. For those who want it. 

Mr. Brownson. That is. they ean buy Department ol Agriculture 
certification if they want to/ 

Mr. SruGarp. That is right. 

Mr. Triomas. No sampling is required by FOA because the sampling 
has already been done. 

Mr. Harrison Witirams. What is the value of a bale of cotton 7 

Mr. Epwarp Witttams. $185 a bale. 

Mrs. Sr. Grorce. And they are perfectly willing to pay this addi 
tional $5 in order to get the inspection service / 

Mr. Epwarp Winuiams. That additional $5 is not quite all lost, 
because they save the arbitration and refunds and other difficulties. 

Mr. Brownson. And you save money in your operations ? 

Mr. Epwarp WILLIAMs. Sure. 

Mr. Brownson. Would that $5 be paid out of United States aid 
funds ¢ . 


Mr. Epwarp Wituiams. Yes. 


Mr. Brownson. So in a very involved way, through aid funds, we . 
would pay the Department of Agriculture $5 per bale to make the 
Inspection ¢ . 

Mr. Epwarp WituiaMms. If I were in the Cotton Center, that is { 
exactly what I would do, and I think you should always put yourself : 


in the other person’s shoes. 

Mr. Harrtson Wiiuiams. Do you have the names of all American 
cotton shippers and the names of those who have been shipping 
offgrade cotton / 

Mr. Epwarp Wititams. We can get that, or you could get it in 
Barcelona. We have reason to believe that some cotton shippers have 
not bid in their own names but in someone else’s name. 

Mr. Tromas. We can give you a list of the 76 cotton shippers 
involved in the FOA financing. 
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Mr. Brownson. We have that in the committee files. Can you 
indicate those shippers from whom the shipments came that were 
( ompletely rejected i 

Mr. THomas. Yes. One was Anderson-Clayton & Co. Another 
was F. Hart & Co. Fourteen have been blacklisted. 

Mr. brownson. We would like to have that list and the shipments 
returned. 

Mr. Tuomas. They have not been returned. 

(The list of 14 American cotton exporting firms above referred to 
s as follows, exhibit 21:) 


EXHIBIT 21 


FouRTEEN AMERICAN CoTTroN E:XportTING FrRMS BLACKLISTED BY SPANISH 
IMPORTING AGENCY—NOVEMBER 23, 1954 


\merican firms: Spanish agents 

‘ W. D. Felder & Co., Dallas, Tex Gabriel Buizo 

W. D. Ray & Co., Galveston, Tex Manuel Font 

M. Billo, Dallas, Tex José Padro 

Anderson-Clayton & Co., Houston, Tex Perez Cabrero y Mas6 

Hazard Cotton Co., Providence R. I hdl Riva y Garcia 

Karl Lehmkuhl, Dallas, Tex____- 5s Joaquin Sindreu 

F. Hart & Co., Houston, Tex - Antonio Valenti 

Otto Goedecke, Harletsville, Tex José Faus 

Pell Cotton Co José Faus 

Farris & Co ; . Pedro Marques 

J. M. Brereton & Co ca ; Enrique Mercé 

Fulton & Sons : Sa id ia Francisco Serra 

Texas Gin Co Francisco Serra 

Bune Corp José Villalonga 


Mr. EDWARD WILLIA us. Centro asked us if we could give them a 
blacklist and we said “No,” that it would be violating the antitrust law. 

Mr. Meraper. Are copies of these cotton contracts, after they are 
entered into, sent to FOA in Washington / 

Mr. Tuomas. A copy is sent to FOA in Washington, and we have 
requested a copy sent to us. It is from those contracts that we can 
prepare the list of names of suppliers. 

Mr. Brownson. It is interesting to note that all the firms that have 
been blacklisted to date come from Texas. 

Mr. Epwarp Wititams. They grow a lot of cotton down there. 

Mr. Brownson. Ap parently they grow a lot of different grades. 

7 This one is appropr iate ly named, the Hazard Cotton Co. 

Mr. Rusorrom. We have not had any indication that the Spanish 
desire to buy certified cotton will be carried out. 

Mr. Srucarp. They told me last week they would ask for certified 
cotton. 

Mr. Eowarp WitutiAms. The cotton shippers have said, “The Span- 
ish get what they pay for.” That is not the answer. If I ask for a 
Cadillac and they give me a Ford and say that is what I paid for, 
that is not what I want. It is not an answer, to my mind, to say they 
vet what they pay for. 

Mr. : vwweR. And not only that, but you have to depend on the 
arbitration board to tell you if you got a Cadillae or a Ford. 

Mr. Res norrom. Mr. Thomas tells me in the or iginal PA’s there is 
a choice between buying certified cotton and not certified cotton. 
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Mr. Epwarp Wiiuiams. As I gather it, the American cotton met 
chants think that is a reflection on them if they specify certified 
cotton. 

Mr. Brownson. I think they have earned the reflection. There are 
a lot of people who engage in international trade, and it is very 
important to those people, if they are going to have a market in Spain, 
that the reputation of American business be maintained. The hexy]- 
resore inol pill case gave the whole American business a bad reputation. 

Mrs. Sr. Grorcr. And they said they would turn to an English 
firm that always gave them what they wanted. 

Mr. Brownson. What is your reaction to the operations of the 
Export-Import Bank ¢ 

Mr. Epwarp Witiiams. Our dealings or relations with the Export 
paper Bank have been limited. When I came over I knew there 
had been this loan of $62.5 million. I was anxious to find out how 
rapidly that fund had been used for the purposes for which it was 
loaned. We checked and found we were behind, and when we went 
into the bottlenecks of power we checked to see if the people had used 
the money for the purpose for which it was loaned. If we are looking 
at all the resources of Spain, and one is a loan from the Export 
Import Bank, I think it is important that we know what louis 
are made. 

I went back in April, and one of the things we were trying to do 
with both GE and Westinghouse, we said, “If we put in some money, 
you should put some in too,” and they are willing to extend some credit 
which means a great deal to Spain. I heard there was a possibility 
that Westinghouse would apply to the Export-Import Bank. I did 
not know anything substantial about that loan until I read that the 
Export-Import Bank had loaned $1,655,000 for a thermal plant. I 
think we should know about it. 

Mrs. Sr. GrorGe. So far there is no liaison between FOA and the 
Export-Import Bank ¢ 

Mr. EpwaArp Wittiams. I do not know about it. 

Another thing. Last year just about the time I got here we got 
word they would have a Christmas package program in Spain. It 
was taken up by the Embassy with the Spanish, and the Spanish did 
not care about that because they thought it was a handout to the poor. 
The same thing happened when they needed wheat. We could have 
given them wheat under the Famine Relief Act, but they did not 
take it under that. 

People from the Catholic Welfare Association came about 2 months 
ago and said arrangements were made to deliver milk. Of course 
Spain could use a milk program for children, but we could see a prob 
lem. If we were going to give them milk 1 year and they did not have 
a means of carrying it out after that, it might boomerang. A Spanish 
publication ¢ arried a story that $50 million was going to be given 
by the United States for milk. We inquired, and it was ae the United 
States but the Catholic Welfare people. FOA probably did not have 


FOA and its predecessor agencies have approved each credit extended under the $62.5 


million loan The Export-Import Bank furnishes monthly reports on operations under the 
loan to FOA which are transmitted to the mission, and furnishes additional information 
when requested. The mission is informed of applications under consideration by the 


Export-Import Bank for regular loans affecting Spain 
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any obligation to tell us anything because they did not do it, but we 
should know about it. 

Mr. Rusorrom. It is commendable to let the private organizations 
do it instead of the Government. 

Mrs. St. Georer. That is very good. 

Mr. SruGarp. It put us at a disadvantage in trying to sell them 
milk products, too. 

Mr. Epwarp WituiAms. Well, they do not have any way to keep 
the milk. 

Mr. Brownson. Was this to be distributed as powdered milk? 

Mr. Epwarp WILLIAMs. Reconstituted milk, 1 think. 

Mr. SrucGarp. I think this was powdered milk the Catholic Welfare 
people were going to distribute. 

Mr. Brownson. Any questions / 

Thank you, Mr. Williams and members of your staff. 

(Thereupon, at 1:30 p. m., the briefing was concluded.) 


INSPECTION OF NEW EMBASSY BUILDING, MADRID, SPAIN 


(1:45-2:45 p. m.: Subcommittee members and staff went on an 
inspection tour of the new Embassy building in Madrid, conducted 
y Mr. W. Pierce MacCoy, administrative officer, Embassy, and Mr. 
Ernest J. Warlow. ) 


PRESS CONFERENCE, MADRID, SPAIN 


At the request of the press in Madrid (both Spanish and interna- 
tional) a press conference was held in Suite Goya, Castellana Hilton, 
at 4 p. m., attended by Subcommittee Members Charles B. Brownson 
(chairman) and Harrison A. Williams, Jr.; Staff Director Maurice J. 
Mountain; State Department Escort Officer E. M. Rabenold, Jr.; and 
members of the press. 

Carlos Munoz, interpreter for FOA in Madrid, served as inter- 
preter. 

(The press conference was opened by the reading of a paper by 
Carlos Munoz. A translation of this paper is as follows, exhibit 22.) 

EXHIBIT 22 
PRESS CONFERENCE 


MAprip, November 23, 1954. 
4p. m 
Goya Suite. 


The members of the International Operations Subcommittee, which is part of 
the Committee of Government Operations of the House of Representatives, are 
making a brief visit to Europe for the purpose of observing and forming an opinion 
on the activities carried on abroad by the Department of State, the Foreign Oper- 
ations Administration of the United States, and the Cultural and Information 
Service [U. S. I. A.?] of this same country. 

The group consists of the chairman, Representative Charles E. Brownson, Re- 
publican from the State of Indiana ; Representative Katherine St. George, Repub- 
lican frem New York; Representative George Meader, Republican from Michi- 
gan, and Representative Harrison A. Williams, Democrat from New Jersey. 

They arrived in Madrid from Paris on the 20th of November. On the 24th of 
November they will leave for Barcelona and from there depart on the next day 
for Frankfort. They will arrive in London on the 29th of November, and will be 
in Paris the 1st of December, leaving the next day for the United States. 
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Mr. Brownson was born in Jackson, Mich., on February 5, 1914, and was gradu- 
ted from the University of Michigan in 1935. He moved to Indianapolis, Ind., 
1936 where he became engaged in business. During World War II he partici- 
pated fully and extensively in the military activities and won numerous decora- 
tions on the battlefield He has been a Member of Congress since 1951. 

Mrs. St. George has been a Member of Congress since 1947. She lives in Tuxedo 
Park in the State of New York, and has been for a long time actively interested 
in civie and agricultural matters as well as in women’s organizations. 

Mr. George Meader was born in Benton Harbor, Mich., on September 13, 1907. 
He was graduated from the University of Michigan and is a lawyer. He has been 
serving in Congress since 1951 Prior to this time he served as counsel on several 
congressional committees 

Mr. Williams was born in Plainfield, N. J., on December 10, 1919. He at- 
tended Oberlin University and Columbia University Law School in New York. 
He isa lawyer, and was a Navy pilot during World War II. This is his first term 
n Congress 

EMBASSY OF THE UNITED STATES OF AMERICA, 

Maprip, November 22, 1594 

(Translated by the Latin American Law Section, Law Library, Library of 
(‘ongress, December 29, 1954.) 


Mr. Brownson. As you probably know, the Government Opera 
tions committee of the House of Representatives is charged with the 
eXamination of the operations of the Government in regard to econ 
omy and efliciency. As chairman of the International Operations 
(ubcommittee, it is our purpose here to eXamine the operations ot the 
United States Government, aside from the military, from the stand- 
point ot economy and efliciency. This is more an efficiency mission 
than one of policy. 

The « ommittee made its first stop Nn Kurope in Pat iS. where it held 
a conference with the United States Information Service and the For 
eign Operations Administration, particularly with regard to their 
organization and the implementation of the reorganization plans 
alfectin o USIA and FOA. 

In the Madrid area we have been concerned with the organization 
and operation of the United States civilian agencies, particularly, and 


with the operation of the splendid cooperative program with Spain 
in developing economic and military aid. 

Tomorrow the committee will fiy over the last one of the airbase 
sites and conduct further investigations in Barcelona. The com- 
mittee will then leave Spain for Frankfurt. 

I shall be very happy, rather than vive you a lot of stuff you may 
or may not use, to have questions. 

(JuesTION (AP). Will you tell us something about your investiga 
tion of the sale of cotton to Spain? 

Mr. Brownson. Yes. We have found that in connection with the 
cotton purchases of the Government of Spain, FOA in Washington 
has currently examined vouchers totaling about $4 million out of the 
approximately $14.5 million of cotton shipments to date; and it ap- 
pears that the United States has paid about $75,000 in excess of the 
current market price for cotton shipped. 

It is my understanding that the Spanish Government has black- 
listed some 14 cotton-trading firms. 

(JUESTION. Spanish or American ? 

Mr. Brownson. The Spanish Government has blacklisted some 14 
firms. So far as we have been able to establish, up to the present time 
they are American firms or have offices in America. One or two seem 
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to be international organizations. We do not know where their 
principal offices are. 

(Qurstion. Are they Spanish or non-Spanish ? 

Mr. Brownson. The firms are non-Spanish. In fact, of the 14, 
in my opinion, there is doubt about only 1 or 2 being principally 
American firms. 

(Jvestion. On what grounds have they been blacklisted ? 

Mr. Brownson. On the grounds that the cotton which they deliv- 
ered was not of the quality originally ordered. It is purely a matter 
of technical inspection. 

(JuEstTion. Does that $75,000 represent a loss to the American tax- 
pavers ¢ 

Mr. Brownson. That is a problem being discussed at the present 
time by FOA Washington. Under one interpretation of the law that 
money will be obtainable. 

(version. The other $10 million of cotton, is that to be purchased 
soon ¢ 

Mr. Brownson. The thing that holds this up is the examination of 
the samples taken from 10 percent of the bales in the United States 
by the Department of Agriculture. The delay comes in the exam- 
ination and grading of those samples that have been taken. The 
sampling up to the present time has been only 1 bale out of 10. 

Question. That $75,000 excess payment applies only to the $4 
million already delivered ? 

Mr. Brownson. Four out of 14.5 million dollars. There are $10.5 
million on which reports have not vet been received. 

Question. The other $10 million has not been purchased yet? 

Mr. Brownson. It has been purchased and delivered, but the re- 
tained samples have not vet been examined and reported on by the 
Department of Agriculture. It involves not only the testing but the 
post audit procedures by the FOA office in Washington. 

(JUESTION. Would you say this was an indictable offense ? 

Mr. Brownson. No, I do not believe so. I do not know yet fully. 
There are some other facts concer! ine’ this which we hope to discuss 
in Barcelona. 

We understand that in the classification of cotton you run into 
some very technical skills, and there is always some room for question. 

Qurstion. What was the job of these 14 firms? Were they dis- 
tributing the cotton here from the United States? 

Mr. Brownson. They are cotton exporters. 

()ursTion. From the States? 

Mr. Brownson. From the States, yes. 

Qurstion. They are blacklisted as a direct result of this over- 
payment ¢ 

Mr. Brownson. It certainly has a very direct relationship. What 
is involved, a grade of cotton is ordered; when it comes it is not the 
orade ordered. It seems to be customary in the trade to retain the 
cotton received and then arbitrate and make the final payment on the 
basis of the cotton received. 

Qurstion. Can you tell us the price at which the cotton was sold 
to the Spanish Government ¢ 
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Mr. Brownson. No: because it varies tremendou \ by grade, you 


see. There are many different tra isactions, with at il list of i6 
firms the cotton ald program up to the present t 
(urstion. Do you know t mber of bales of cottol luded 
1} it pu hase ¢ 
Mr. Browns No, not off 
() N | it t ( 1 { Ne i ish 
(ax 6 
Mr. Brownson. It inder sect e Mutual 
. vy A Id \ { { J l im 
7 | l sa oTant 
(J UESTION Are you tai yVith the oy} f the National 
( el Barcel 
Mr. B NSON. 1 t extent 
(JuEsTION. Are you ¢ re t! the Spal Government buys cot- 
ton at the markKet price tl | ted States a It thy ugh the 
e] to tl] te e l I ul ,1 » | ( the } 
Mr. Brownson. I belie vure is a little } n the markup. 
(1 Ora rl i r I 
Mi I VNSON somet that 
(>; S ON AY vou { | cm 2 Zs 4 
M | OW) N. \ Wn ( | >» (zOvV- 
el I U itlOl { hot to p trading meth 
ods Sp in ot ( d spirit of co 
oO} DetLwe es i (a i ¢ { el nent on 
l \ I prex |] 1y Way nh 
( tne op l i (70 LO ooest Lo 
{ ort Cri e] ( 
(our op | be to | prFOA \W { r Ame} 
( ( l ( \ } = 3) l can be 
] ett o the ora ( ¢ 1 a LO rove 
‘ ‘ tions Spa 
(Jt Ks l ( te l y ut l OT \ ul l) 
tiga oT the const! C101 f the American Embassy here? 
Mr. Brownson. It was tly bo 1 extravagance and dedi- 
U » the proposition that the [ ed Stat would never run out 
of mo! ey. As far as I can see, it looks like the I ed Nations head- 
qual rs, furnished like t e Grand Trianon 
(JvuESTION. Is there a timetable fo sning it 4 
Mr. Brownson. They have had several. The present one is April, 
but I do not know if they are using the Marilyn Monroe calendar. 
Of course some of the delay has been caused by the ) \ York dock 
strike and the London dock SI ke on some of the components. 


(Jurstion. There was a rumor going around here some time ago that 
at one point of the construction the Spanish contractor ordered all his 
men out, saying the building was not safe for them and that the plans 
had to Yo back to strenothen the « onstrucion. 

Mr. Brownson. I do not know anything about that detail. The 
building, from all visual appearances that we could make out this 
morning, seemed to be in excellent shape. I will admit we did not 
climb beyond the third floor. 

(vestion. To what do you attribute the great delay in the con- 
struction ¢ ; 





_ 
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Mr. Brownson. Pa ; f it is because of _ redesignation of the 
functions of part of batting. I understand what was originally 
designed as the Ai oy sador’s residence is now to be used partially by 
the Information Service. 


I understand the air-conditioning apparatus has not yet arrived, for 


(Jursrion. How much isthe Embassy going to cost‘ 
DR WNSON, \ clo ( we could veta heure, it looks like it will 


(J UESTION Doll ¢ 

Mir. BRowNs Dol 

(JUESTI n. Will thus be he most « pensive { ited States Fy DAassy 
in the world ¢ 

Mr. Brownson. That isa prize not to be awarded lightly. Some of 
our construction around Bad Godesberg would enter into that compe- 
tition 

Qurstion. You mentioned you had several things to look into be 
Si tha What else? 


Mr. Brownson. We are verv interested Vs finding out what is be 


ing done by such other Federal agencies as » pease In — Bank 
and other groups to be sure the p wy ost he field \ ng on the 
economic idl program Know Vv hat they are doing so that the pro- 
g1 n be inated intellig ly 

We wei upressed by the work Ambassador Dunn is doing. 
I was with him 3 yeaa vo in Rome he Embassy staff is fune 
tio1 ho ext ‘emely well with pretty | mited personnel. 


We were very please to observe the exten ive use t w] ch the 
Amer ‘a Tlouse librat facilities were being put here and to note the 
. 1 

} 


extreme inter on the part of oul SI} anish friends in the loan of 
Ame} an | Ims wna Te ichineg material for the schools 

(JT ESTION, You m ntion Ye | vou would fly over the ba es, Is { of 
academic interest ? 


Mr. Bre wNson. Primarily, but it is never possible to differentiate 
completely between economic aid and military aid. It is hke taking a 


bath: you never ean tell which faucet the water came from. 

QurEstTion. From what you have seen of the es program, are you 
sat | with the progress being made ? 

Mr. Brownson. We had a very interesting briefing by General 
Kissner this morning, but not of such a nature that we uuld know 
too much about the progress, but the plan looks very sensible. 


Both our military personnel here and our civilian personnel have 
been unable to say too many good things about the splendid coopera- 
tion of the pants h Government. 

QterstTion. Did you have anything special in mind in your con- 
ference with Mr. Williams this afternoon ? 

Mr. Brownson. The conference with Mr. Williams this afternoon 
was primarily concerned with the cotton. 

Qtcrstion. Do you have any recommendations to make for extend- 
ing cultural relations divouaks the USIS? 

Mr. Brownson. It seemed to us the program was going extremely 
well, and I think they have adopted what should be our position as 
friends and guests in a most hospitable country, and that is making 
services accessible so our Spanish friends m: ry use them if they w ant 
to. In other words, I think the expansion of the services will come 
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ibout as a result of requests on the part of the Spanish rather than 
through a promotional program by our USIS people. 

(JUESTION. Do you have any particular problems that you plan to 
investigate in Germany 4 

Mr. Brownson. 1] his committee put out a rather extensive report 
concerning some of the housing development at Bad Godesberg and 
also regard g the Consulate-America House construction program. 
After the report was issued the Consulate-America House program in 


Germ iny was cut \ about 60 percent as a result ot our recommenda- 


Lions, So we are anxlous now te ee how It turned out 


Che every where we are look no into the effect ot Reorganization 


Plan 7, which separates the FOA from the Department of State, and 
Reorgan ZATION Play 5s, WI h created the Inf rmation Service. 
host | lans were considered by our committee at the time they came 
down trom President — ower. 

(J UESTION Has FOA « d anything furthe in regard to the 
electri power shortage en n Spain ¢ 

Mr. Brownson. That is one of the serious problems that they are 


Viving attention to, but I have nothing concrete that I can give you 
on that at the moment. This committee did its best. We brought 
rain. 

(urstion. Are you being briefed on Mr. Stassen’s conversations 
vith the Spanish Government ? 

Mr. Brownson. Not as such; only collaterally. 

(JuESTION. I understand that some of the peseta counterpart for 
the surplus agricultural commodities, 80 percent of that fund, is to 
be used for the development of small business in Spain. 

Mr. Brownson. I am sorry, but without the transcript of our notes 
this morning I cannot answer that. 

The committee has certainly been impressed by the tremendous 
amount of vitality ae new construction voing on in Madrid. It 
s gratifying to see the wonderful progress you are making. 

The Press. Thank you very ak 

Mr. Brownson. Thank you very muc h. It was nice of you to come. 

(Thereupon, at 4:30 p. m., the press conference was concluded. ) 


INSPECTION OF TORREJON AND ZARAGOZA AIR BASES, SPAIN 
Wednesday, November 24, 1054 


(9:30 to 10:30 a. m.: Subcommittee members and staff made an 
inspection tour of the proposed base at Torrejon, Spain, conducted 
by Lieutenant Colonel Murcio, Base Commander, and Col. W. 
Garland, Chief, Operations Section, JUSMG, Madrid, Spain.) 

(11 a. m. (approximately) : Subcommittee flew over base at Zara- 
goza, Spain.) 











INTERNATIONAL OPERATIONS OF THE UNITED STATES 
GOVERNMENT IN FRANCE, SPAIN, AND GERMANY 
(Cotton Briefing, Barcelona, Spain) 


WEDNESDAY, NOVEMBER 24, 1954 


Hovsr or RepresENTATIVES, 
INTERNATIONAL OprratTIONs SUBCOMMITTEE OF 
THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Barcelona. Spain. 

The subcommittee met in the office of the Honorable Milton K. 
Wells, consul general, Barcelona, Spain, at 4:10 p. m., the Honorable 
Charles B. Brownson (chairman) presiding. 

Committee members present: Representatives Charles B. Brown- 
son (chairman), George Meader, Katharine St. George, and Harrison 
A. Williams, Jr. 

Committee staff present: Maurice J. Mountain, staff director; 
Walton Woods and Arthur Perlman, staff investigators; and Wallace 
Parks, staff member. 

Also present: E. M. Rabenold, Jr., State Department escort officer ; 
Lt. Col. Gerald Jorgensen, Air Force escort officer. 

Consulate representatives present: Hon. Milton K. Wells, consul 
general; and Harry R. Zerbel, consul. 

Also present: Harry C. Thomas, Controller USOM, Madrid, Spain. 


STATEMENT OF HON. MILTON K. WELLS, UNITED STATES CONSUL 
GENERAL, BARCELONA, SPAIN 


Mr. Weits. Mr. Chairman, may I open the meeting? 

Mr. Brownson. Yes. I think you know why we are here and what 
we are particularly interested in. We have been in Spain and France 
checking on the general reorganization under Reorganization Plans 7 
and 8, which affect operations particularly on an Embassy level, but 
also on a level such as yours. 

And we have had a particular interest in the matter of the cotton 
situation. We discussed it at great length in Madrid, and we are very 
anxious, since you are right at the operating level, to get your view- 
point. This is not the only viewpoint we are interested in at all. In 
addition there are some details we would like to know about. 

We obviously have not had much of a chance to look over this pre- 
pared statement which has been handed us, which I will ask unanimous 
consent to have inserted in the record as the opening statement from 
the people here at the consulate. Whose statement is this? 

Mr. Wetts. I would like to say we have not prepared this statement 
with the idea of its being a presentation. Most of the information 
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oO! ed ere more ¢ } iblie knowledge, but some is not, 
so we have classified it for official use only. We have no prepared 
statement. 


Mr. Brownson. You talk about classifying it for official use only. 
What portions are clas fie 

Mr. Writs. Perhaps Mr. Zerbel can point them out to you. 

Mr. Brownson. Our normal method of operation is to include state- 


| / 


ments such as this in our printed hearings. 

Mr. Wetis. Perhaps the best way is to go over it paragraph by 
paragraph, and Mr. Zerbel can point out the parts that should be 
classified. This was prepared merely for your information. We did 
not know just what you were briefed on in Madrid and what you 
wanted to get from us here. We tried to prepare ourselves to answer 
questions you would ask us, and this is in the nature of a report, as we 
see it, of the system that has been set up for the acquisition and distri- 


bution of cotton. Certain information is public knowledge; some is 


generally known in the trade; nd there are certain bits, which Mr. 
Zerbel will point out to you, which are not substantiated by public 
ly accepted opinions of the trade. 

Mrs. Sr. Grorce. Mr. Chairman, might I suggest we have this state- 
ment read, inasmuch as it is the only statement we have? 

Mr. Mountain. May I make a statement off the record, Mr. Chair- 
man ¢ 

Mr. Brownson. Yes. 

(Discussion off the record.) 

Mr. We tts. We felt you we uld have been thoroughly briefed in 
Madi id, and we have prepared this more as background. 

Mr. Brownson. The first thing I see that becomes a matter of ques- 
tion is in the first paragraph, where you talk about the two methods of 
importing cotton into Spain, 


records but w hich are veneral 


(1) The importation of cotton by manufacturers using the foreign exchange 
derived from the exportation of ¢ on piece goods and (2) bulk buying of the 
National Cotton Center of Barcelona using principally officially controlled 
funds. 

Now, where does the matter of American aid funds tie in with the 
second method ? 

Mr. Wetts. The second method, as I understand, is the exclusive 
method now. I will refer that question to Mr. Zerbel. 


STATEMENT OF HARRY R. ZERBEL, UNITED STATES CONSUL, 
BARCELONA, SPAIN 


Mr. ZerseL. The Cotton Center does all the buying of cotton for 
Spain, whether with or without United States aid funds. This is their 
general operating procedure, and the American aid funds are worked 
into this system. There is no separate system for American aid funds. 

Mr. Brownson. Then let us say the Cotton Center is informed that 
$10 million of American aid funds are available for the purchase of 
cotton. They go through their normal processes, but eventually, as 
we understood in Madrid, the Department of Agriculture draws off 
samples from 1 out of 10 bales, and in some instances the FOA was 
unwilling to release American funds for that cotton. 

Then what happens? Do they use their own funds and use Ameri- 
can aid funds for something else? 
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Mr. ZerneL. No. It is distributed in their system in pesetas. The 
financing is by the Spanish Government in the event of a penalty or a 
refund. The Cotton Center does not have control of the foreign ex- 
change except for purchase purposes. 

Mr. Tuomas. Would you mind if I contributed additionally to 
that? 

Mr. Brownson. Would you? 

Mr. Tomas. I think it is safe to Say the controlled funds referred 
to in this document would take into consideration both the FOA funds 
and the Spanish free dollars. When FOA funds are used, Centro are 
advised they are buying with FOA funds, and they are advised of the 
special provisions attached to the use of FOA funds. When the Span- 
ish Government refunds dollars to FOA they are the free dollars of 
the Spanish Government. 

Mr. Wintztiams. And when it is not a refund, but when FOA rejects 
the entire transaction, the Spanish Government pays the whole 
amount from free funds 

Mir. Tuomas. There is no rejection. 

Mr. Brownson. | thought there was a $55,000 shipment that was 
turned down. 

Mr. Tuomas. The importer receives his payment under a letter - 
credit at the bank through the normal procedure. The bank is re- 
imbursed by FOA. Then FOA examines the shipment, and if the “Vv 
find something that is wrong qualitywise or pricewise, they request 
the Spanish Government to refund to FOA the amount paid. FOA 
must protect the position of the bank involved and back up that letter 
of credit. 

Mr. Wiiuiams. There was a $55,000 transaction where the refund 
was the entire amount of the import. 

Mr. Tuomas. There were two shipments totaling $55,000 where 
FOA had already paid the amount and FOA asked for a refund from 
the Spanish Government, because FOA did not find it a valid trans- 
action under their procedures. 

Mr. Mraper. In other words, there are 2 types of refunds, 1 where 
there was a deficiency in the quality of the cotton and all that FOA has 
claimed is the difference between the price paid and the true value 
determined by their access to the world market; then there are these 
2 cases in the last month or so where FOA has said the deficiency 
was so great they are not only asking for the difference between true 
value and the amount paid, but are asking for the whole amount 
back? 

Mr. Tuomas. That is right, because of excessive quality deficiency, 
whereas the others are adjustments because of deficiency, but not 
necessarily quality deficiency. 

Mr. Wituiams. Has Mr. Zerbel discovered those parts of the state- 
ment that should not be in the record? It seems to me in looking 
over it that it is a very fine statement of this rather involved and 
certainly novel system of dealing, and I feel it would be a real addi- 
tion to the report. 

Mr. We tts (to Mr. Zerbel). Would you comment on the source of 
your information ? 

Mr. Zernev. Yes. If the chairman would like me to, I shall be 
happy to go through it and indicate what sections it might be better 
not to release. 








162 OPERATIONS OF U. S. IN FRANCE, SPAIN, AND GERMANY 


Mr. Brownson. I think it would be useful for you to start reading 
it from the top of page 2, and at the same time indicate as you go 
along the parts you feel are classified, 

Mr. Meaper. Was there anything on page 1 that you felt was classi- 
fied ¢ 

Mr. Zervet. No. The first page is entirely unclassified. 

In the first paragraph on page 2 there is a ticklish point. That is 
the second sentence: 

In general, the quantity to be purchased is not known in advance, and the 
cutoff point for the purchases is determined by the Ministry in Madrid. 

I think it will read all right without that. 

Mr. Brownson..That came out in the testimony yesterday in 
Madrid, anyway. 

Mr. Tuomas. I do not believe that particular point was covered 
just that way in Madrid, because this statement is additive to anything 
that was said in Madrid and proves conclusively the Government con- 
trol over the Centro. 

Mr. Brownson. Has there ever been any question about that? 

Mr. Tuomas. No. IL said that was additive to anything that was 
said in Madrid. 

Mr. Brownson. Will you indicate why it is classified / 

Mr. Zerset. When the Spanish Government tells the Cotton Cen- 
ter “We have $10 million for the purchase of cotton.” it says, “Tell 
the members to take bids for an indefinite and unknown quantity of 
cotton.” Then the bids are arranged in order and transmitted to the 
Ministry in Madrid. The Ministry then decides where they will cut 
it off. They do not cut it off at $10 million. They may cut it off at 
Deo million. 

Actually, that is one of the elements of control that make is very 
difficult for the people around here. That is one of the things they 
complain of. They do not know what they are bidding on. 

Mr. Brownson. That is included in almost any State bid. They 
advertise for LO,000 evallons oi paint Ww ith the provision they may take 
any amount less than that at the price bid. 

Mr. Zerser. Then there is no objection. 

Mr. Brownson. It is quite a common procedure in dealing with 
municipalities and State vovernments. There is no attempt here to 
impugn their motives for doing this. It is merely a statement of fact. 

Mr. Zerse.. In preparing the statement I made an attempt to keep 
as much to the facts and as much away from opinions as possible. 

Mr. Brownson. Why do you not start at the top of page 2 and 
read on down out loud. I think this is an excellent statement and 
deserves some careful consideration. 


Mr. ZERBEL (reading) : 


The bids are transmitted to the Technical Secretary of the Ministry of 
Commerce, who examines the bids and accepts the lowest satisfactory offers up 
to the quantities of each type of cotton authorized to be purchased. In general, 
the quantity to be purchased is not known in advance, and the cutoff point for 
the purchases is determined by the Ministry in Madrid. The results of the 
purchases are relayed back to the Center and the purchase is made known 
officiall 

rhe receipt and processing of the cotton purchased are assigned to various 
otton merchants according to established quotas based upon the individual 
agent’s portion of the national business prior to the Spanish civil war. Under 
this system the local representative of a certain American firm will probably 


od 





oD 


a 


on meme 


RRR 


OPERATIONS OF U. S. IN FRANCE, SPAIN, AND GERMANY 163 


receive cotton from fe gn firms which he does not represent, while cotton 
from the firm or firms he represents may go to other importers Rach cotton 
merchant is authorized to finance that quota of the overall purchase assigned 
to him and eutrusted with the proper processing of the cotton upon arrival, 
iIncludin the examination for quantity, staple length, tare, invoicing and 
delivery to the spinners in accordance with instructions issued by the Center 


The Center is responsible for functions such as price fixing, the allocation of 


torage space, the inspection and guaranty of quality, the arrangements for 
arbitration proceedings, and the sale and distribution of the cotton to the mills 
For tl \ s services performed by the cotton merchants a commission in 
of 1 percent of the invoiced amount is paid in order to cover financing, 

\ ehouse fees and similar charges up to 15 days after discharge of the cotton 
Che importer must pay cash in pesetas against delivery of the documents If 


financing of the importation is necessary, he may apply for bank credits, Once 
he documents have been received and the cotton cleared through customs, 
the importer must wait until the cotton is Classified before he makes delivery 
of the raw aterial to the mills. The importer cannot choose the mill to which 
delivery is to be made but must await orders from the Center 


Upon arrival of the cotton in Barcelona the warehouse personnel sample 


approximately 10 percent of the shipment These samples are classified by 
the arbitrators of the Center, who make a report on each lot The cotton may 
be approved, submitted to arbitration, or adjusted on an amicable basis. In case 
of difference between the Center and the local agent of the shipper, a complaints 
committee of the Center makes an examination of the case and may recommend 
arbitration if that procedure is appropriate Arbitration is carried out by 
1 of 10 inspectors or arbitrators of the Center and by the local representative 
of the American Cotton Shippers Association (Robertson) acting for the 
shipper Che group of arbitrators rotate with each shipment so that generally 
> individuals from the group carry on each arbitration 


That is all unclassified material. {Continuing reading: | 


Inasmuch as the purchase method in effect has stipulated that the lowest 





priced cotton shall be purchased, substantial quantities of cotton received in 

cent months have turned out to be substandard in quality Under the circum 
tances, a large proportion of the cotton received has been submitted to arb 
t on. Local rules of the Cotton Center permit arbitration adjustments of up 
055 points without penalty, but cotton deficient more than the foregoing figure 
is subject to double penalty Because of the protests of the American Cotton 
S} ppers Assoc ation, the double penalty clause has not been ap lied to American 
cotton in recent months 


If I may explain that ittle bit, it appears that arbitration up 
to 35 points Is ot nerally eritiecized In Barcelona a heing a little bit 


lax. In othe I word . us long as Tl » cotton 1s pretty good they ire not 
too tough in their procedure s, but after 55 points al cl up to about 40 
points the arbitration is very difficult 

Mr. Brow NSON, In other words. they overlook minor devi TIONS, 
but after 35 points they feel it 1s serious? 

Mr. Zerser. Yes. 

Mr. Meaper. This first sentence strikes me: 

Inasmuch as the purchase method in effect has stipulated that the lowest 
priced cotton shall be purchased, substantial quantities of cotton received in 
recent months have turned out to be substandard in quality 


Mr. Zerset. According to the members of the Cotton Center, they 
say that they have to buy the most cotton with the least dollars. They 
say in buying inexpensive types of cotton they are carrying out the 
instructions that the Government gives them. 

Mr. Tuomas. It is a question of buying the most cotton at the 
cheapest price without taking quality into consideration. 

Mr. Zersen. It is claimed here by the shippers that the system they 
have of buying will result in their getting the less expensive types 
of cotton. 
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Mr. Brownson. Of course, this is the way it looks to us: Here 
are a number of American companies bidding on cotton. Certain 
specifications have been 1: id down. If they do not conform with those 
specifications, but bid low and deliver the best they can at that price, 
it does not make much sense. 

Mr. Zervet. They take competitive bids. 

Mr. Brownson. You cannot have competitive bids unless you have 
a standard. 

Mr. Zersev. They ask for bids, and specify the grade. 

Mr. Brownson. But no one is actually bidding and planning on 
delivering that. 

Mr. Zerset. They bid on that but when they deliver it is a little 
shy. 

Mr. Brownson. You cannot establish any competitive bidding un- 
less you first set and adhere to a standard. The whole system eventu- 
ally will break down if you do not establish some sort of a standard. 
Otherwise competitive bidding does not mean anything. 

Mr. Meaper. The point Mr. Zerbel made in answer to my question 
about sentence 1 would seem to me to lead to a lower spec ification 
standard in invitations to bid. not to people “fudgen ala on the contract 
they made. 

Mr. Brownson. Why do they not specify a lower grade so every- 
body would be biddin 7 on or same thing ¢ 

Mr. Zerser. In t: akin ig bids for cotton, Spanish regulations require 
that the requests of the m i must be taken into consideration. Then 
when it comes to buy Ing the cotton they buy the type that has been 
requested. 

Mr. Brownson. Except that everybody, a gentlemen’s agreement, 
ays no attention to the type of cotton oe 1 for; they ship any old 
hing they can for the dollars involved. 

Mr. Witi1ams. When a shipper knows it is just going to be arbi- 
trated down to what he sends anyway, and knows he will not be 
penalized too much, he is encouraged in this practice, is he not 4 

Mr. Meaper. It is an invitation to see how much he can get away 
with. 

Mr. Zerpev. If I may go back into history, through 1951 the Span- 
ish Government was very short on foreign exchange, so what they in 
effect did, they granted licenses without foreign exchange or they 
granted import licenses on the basis of the export of textiles. If a 
manufacturer exported textiles he could import cotton. Or if a man 
wanted to import cotton and was a regular man in the trade, the Gov- 
ernment would give him a license without asking where he got the 
foreign exchange. Both systems grew out of exchange and Spanish 
currency. 

When the present Minister of Commerce came in, he decided to 
stop it all by centralizing cotton purchasing in ‘the hands of one group 
which he was able to control, and that is the system which is more 
or less dese r ibed he re. 

The Cotton Center is amenable to the Minister of Commerce and 
has followed his instructions and has assisted in stabilizing the peseta 
on international currency markets. Pesetas, when I arrived in Spain, 
were 52toa dollar. Now it is around 42 or 438. 
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Shall I continue, Mr. Chairman ? 
Mr. Brownson. Yes, please. 
Mr. Zerset (continuing réading) : 


Any spinning mill or other user who wishes to purchase cotton must make a 
request of the Center indicating the type and quantities desired. If this cotton 
is in stock, the Center will instruct the importers to whom that type of cotton 
has been allocated to invoice it and collect the value of the cotton from the 
spinning mill. For more than 2 years the basic price of American cotton has 
not changed, being set at 54 pesetas per kilo of middling 15/16-inch staple cotton, 
or approximately 50 percent higher than the total cost of importing the fiber 
into Spain. Other types of cotton are priced at comparable levels. The mills 
are required to pay cash, which means within 10 days of delivery. The dif- 
ference between the purchase price and the authorized expenses including cus- 
toms duties, warehouse charges, cost of importation, etc., is delivered biweel- 
ly by the importers to the Center. The Center then transfers the difference, 
variably reported at 15 to 20 pesetas per kilo (the Spanish Army pays 38.5 pesetas 
per kilo for cotton), to the cotton delegation of the Spanish Ministry of Com- 
merce for deposit in a special fund. 

Effective January 9, 1954, cotton textile manufacturers who export piece goods 
were required to turn over to the Spanish Government all foreign exchange 
derived from the exports of textiles. They were reimbursed in pesetas at 37.245 
pesetas to the dollar and were also authorized to purchase from the Center 1.5 
kilos of cotton for each dollar or 4 kilos for each pound sterling value of tex- 
tiles exported at the lower army price of 38.5 pesetas per kilo. 


I guess that is not clear. It should read they “were also authorized 
to purchase from the Center at 38.5 pesetas per kilo, 1.5 kilos of cot- 
ton for each dollar” and so forth. [Continuing reading: ] 


Effective May 8, 1954, exporters were permitted to purchase at the special 
price from the Cotton Center 1.75 kilos per dollar or 4.7 kilos of cotton per 
pound sterling value of textiles exported. Exports are now being subsidized 
indirectly in this manner by the Spanish Government. 

The foregoing description of the manner in which cotton purchasing is now 
carried on in Spain is an indication that the purchasing of cotton is now cen- 
tralized in the National Cotton Center of Barcelona. In carrying out its func- 
tions, the Center is in fact operating as an arm of the Spanish Ministry of Com- 
merce in making bulk purchases of the cotton necessary for Spanish spinning 
mills. 


The attachments are unclassified. 
(The statement and attachments referred to are as follows Ex- 
hibit 23) : 


EXHIBIT 23 
MEMORANDUM OPERATIONS OF THE CorTrTron CENTER IN SPAIN 


In recent years cotton imports into Spain have been effected principally in 
two ways: (1) The importation of cotton by manufacturers using the foreign 
exchange derived from the exportation of cotton piece goods and (2) bulk buying 
of the National Cotton Center of Barcelona, using principally officially con- 
trolled funds. The former method was limited in 1952 and eliminated on January 
9, 1954. The second method, which began March 25, 1952, has been, since Janu- 
ary 1954, the only method by which cotton has been imported into Spain. Ac- 
cording to information obtained from members of the National Cotton Center, 
the organization receives its instructions from the Ministry of Commerce, 
generally from the technical secretary or the cotton delegation of the Ministry. 
The Ministry informs the center when certain quantities of foreign exchange 
become available for the purchase of cotton. Such exchange may be derived 
from tourist remittance, general Spanish exports, bilateral trade or clearing 
agreements or from loans or grants by foreign governments or banks. The in- 
ternal procedures for the handling of the cotton do not vary significantly 
either with the source of the foreign exchange or with the source of the cotton. 

When authorization for a purchase has been received from the Ministry, the 
directors of the center notify the members of the impending purchase so that 
they may submit bids. A total of 31 importers and agents of foreign firms 
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mately 50 percent higher than the total 


cost of importing the fiber into Spain. 


Other types of cotton are priced at comparable levels. The mills are required 
to pay cash, which means within 10 days of delivery. ‘The difference between the 


purchase price and the authorized expe 
charges, cost of importation, ete., is ce 


center. The center then transfers the 


nses including customs duties, warehouse 


livered biweekly by the importers to the 
difference, variably reported at 15 to 20 


pesetas per kilo (the Spanish Army pays 38.5 pesetas per kilo for cotton), to the 


cotton delegation of the Spanish Minist 


fund 


Effective January 9, 1954, cotton-textile 
were required to turn over to the Spani 


ry of Commerce for deposit in a special 


manufacturers who export piece goods 


h Government all foreign exchange de 


rived from the exports of textiles They were reimbursed in pesetas at 37.245 
pesetas to the dollar and were also authorized to purchase from the center 1.5 


kilos of cotton for each dollar or 4 kilos for each pound sterling value of textiles 
exported at the lower army price of 38.5 pesetas per kilo. Effective May 8, 1954 


exporters were permitted to purchase at the special price from the Cotton Center 


1.75 kilos per dollar or 4.7 kilos of cott« 


m per pound sterling value of textiles 


exported Exports are now being subsidized indirectly in this manner by the 


Spanish Government 


The foregoing description of the manner in which cotton purchasing is now 
carried on in Spain is an indication that the purchasing of cotton is now cen 
tralized in the National Cotton Center of Barcelona In carrying out its fune 
tions, the center is in fact operating as an arm of the Spanish Ministry of Com 
merce n making bulk purchases of the cottor necessary tor Spanish spinning 
’ 

I) ATION ¢ P OI HE CENTRO ALGODONERO NACIONAI 


Algodones Creixel, S \. Avda, José 
Antonio 649 

Ballvé, S. A., Bruch 54 

, Gabriel, Via Layetana 54 

Comercial Esteve, S. A., Ausias March 





Cumellas, Joaquin, Gerona 4 

aus, José, Via Layetana 54 

Fiol, Tomas, Via Layetana 54 

Font, Manuel, Avda. José Antonio 657 
Ghiloni, E., y Cia., Ausias March 33 
Fontanills, F., Gerona 53 

Gir6d, Rosendo, Ausias March 26 
Gomis, José A., Bruch 33 

Grau, BE. L., Fontanella 10 

Jover, S. A., Luis, Bruch 36 

Macaya, Alfonso, Trafalgar 37 
Marqués, Pedro, Gerona 20 

Mata, José Ma., Bruch 9 


Musté Ballester, F., Avda. José Anto 
678 

Olivella, L. G., Bruch 8 

Padr6é Blanch, José, Caspe 30 

Par y Cia, Juan, Bruch 13 

Pérez Cabrero & Mas6, Avda. José An- 
tonio 678 

Riva y Garcia, Ronda de San Pedro 29 

Roca, Umbert, C. A., Ali sey 7 

Salgado y Cia., Lauria 44 

Sucesor de J. Coma y Cros, Diputacion 
O35 

Trias, Santiago, Diputacion 393 

Valenti, Antonio, Republica Argentina 


-<* 
vo 


Valls, Colomer, José, Avda. José An- 
tonio 654 

Villalonga, José, Gerona 20 

Villena Gascé, Jaime, Diputacion 294 
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Mr. Zerset. In addition to the two attachments, I have here a list 
of cotton imports in the prewar period, in case you want to compare 
it with that other table. Cotton imports are much lower now than 
they were before the war. 

Mr. Brownson. This is pre-civil war? 

Mr. Zerpev. Yes, 1931 to 1935. May I caution you to notice whether 
the figures are in bales or metric tons. 

(The document referred to is as follows :) 


Exuieir 24 


Spain: Cotton imports during 1931-35; totals by countries 


{In metric tons, gross weight] 





oe India- Domes-} , 
T . - i gen- ’ : Gre 
ao, Egypt | Pakis- Turkey —_ Others Total tic a 
Toe 7 tan : cotton . 
1931 _. on 62, 282 | 19,406 | 10, 391 1, 998 2, 693 634 97, 404 1, 328 98, 732 
1932 . 83,175 | 14,116 6, 984 502 2, 392 670 | 107, 839 473 | 108, 312 
1933 73, 065 | 12,555 | 11,575 921 966 99, O82 | 847 99, 929 
1934 68, 294 | 18,594 | 13, 358 6 2, 582 1,749 | 104, 583 390 | 104,973 
1935 61, 237 | 24,612 | 11,400 4, 822 2,948 | 105,019 1, 546 | 106, 565 
Total 348,053 | 89,283 | 53, 708 2, 506 | 13, 410 6,967 | 513, 927 4,584 | 518, 511 


Average metric tons 69,610 | 17,857 | 10,742 501 2, 682 1, 393 | 102, 785 917 | 103, 702 
Equivalent in bales_| 306,652 54,112 | 59, 678 2,783 | 12,026 7,739 | 442,990 4,039 447,029 


1 Includes Mexican cotton shipped from United States ports, 


Source: Official Spanish import statistics. 


Mr. Brownson. As we see our particular interest on the part of this 
committee, it is interested in the American end of the operation. I 
wonder if you feel that the system which we understand has now 
been proposed, the system of accepting bids and requiring bids only on 
Department of Agriculture certified grades, will eliminate much of 
the difficulty that now exists? 

Mr. Zersev. It has not served to eliminate the difficulty where it has 
been used. 

Mr. Brownson. Why not? If it is going to be certified cotton, it 
seems to me that would set the quality standard. 

Mr. Zerpex. It tends to improve the situation but it will not correct 
it, and it also makes the cotton more expensive. 

Mr. THomas. Off the record. 

(Discussion off the record.) 

Mr. Zersev. The trade claims it will not help the trade. 

Mr. Brownson. When you say the trade you mean the cotton im- 
porters, the mill owners, or whom ? 

Mr. Zerven. The cotton importers, those who imported before the 
war and those who correspond with their friends who import in other 
countries where the system is used. They claim it has not worked 
satisfactorily. 

Mr. Witurams. Will you state what has not worked satisfactorily ? 

Mr. Zerset. The use of Department of Agriculture certification. 

May I read a telegram from the American Cotton Shippers Asso- 
ciation to the Cotton Center of Barcelona dated September 26, 1954: 

After full discussion our foreign affairs committee and directors at today’s 
meetings Which were called principally for the purpose of considering your cables 








reached the unanimous ni that the only permanent cure for your problem 
the return to individua buying which i he system ] ing satisfactory 
in all other markets. This system would enable the spinners to pay prices com- 
with the « ties the req e and buy from suppliers on whom they 
roper fu ent of their « ract ‘I ibsolutely it 
) ne n he aeration in ye wl } lt 
! il () ! ippl t by Rober 
, ble t} ] yx sive organiza 
} \ 
1 rie t of \o { rt ( 
} i ‘ would 
lw 1 ‘ ‘ l of i i rmation tl 
y BAE in tl teed through 
he ! \ means f go ! et |} ivin 
( ‘ I f « x the | ‘ 0 t 
ne i ! 1 ‘ fB é i l/for Liverp or B 
‘ I I ie } hi € 
roftl< hat I ( ni 
he pI t ‘ ime qual 
star ! ( ( of Eur Are ( ill 1 other re esent 
d because e | I hor f SS 
( I than I dab 


Shipp. fr cotton ¢ 

Mr. ZeRBE! This wa i 1 from the A i ( otton Ship 
pel Assi tion to ( ott ( entel barceiona el ne pro 

ls adva d to them by e) i cl gy certineation by the 

i/ rl ot \o7 iitul 

\I ht W SOON | ey ) el O1LVe ] 1 i] r reaso 
Vhvl system of cert i would break dow 

Mir. Meaper. I thought vou said it was the porters who said it 


] f OW VO i\ xporters. 
Mr. Zerser. The exporters and importers are about the same thing. 


Most importers here have represented the sam \merican firms for 


Mr. WituiaMs. Are they agents? 

Mr. ZeRBEL. Y¢ 

Mr. Brownson. Do you think there is a possibility that there has 
been some collusion between the spinners and the American shippers 
to dispose of the center / 

Mrs. Sr. GeorGE. Would vou like this to be off the record ? 

Mr. Zi RBEL. This | is to be off the record. 

Mr. Brownson. Off the record. 

(Discussion otf the record. ) 

Mr. Mraver. Is there any other way in which the Spanish Govern 
uld protect its foreign exchange than by having this national- 

ized buying ¢ 

Mr. ZERBEL. Yes. 

Mr. MEADER. You do not think it is necessary to have the Cotton 
Center in order for the span sh to prevent any leaks of money that 
they want to keep here / 

Mr. Zerpet. No. There are systems of exchange that can be 
worked out without using the same organization. 

Mr. Meaper. Is that not the main reason they give for having this 
system of buying ¢ 


{ 
ment ce 
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Mr. Zerset. That is the excuse they give, but I do not think it is 


the real reason. 
Mr. Mi ADER. In other words. we were told vesterday at Madi 
ing in all kinds of specula 


aes ; ; a +] 
were not making thelr money trom the 


manufacture of textiles and exporting them, but by speculation. 
tton Center? 


Could that evil be dealt with without having the Co 
Mr. Zerper. I think so. 
Ir. TrHomas. Off the record. 


that these cotton manufacturers were enga 


‘ 


tions 1n Tangiel ; that they 


(Otf-the-record discussion. ) 

Mr. Meaper. Is this technique for bulk buying used for products 
other than cotton 2 

Mr. Zerser. Not to any extent. 

Mr. Weis. Off the record. 

(Discussion off the record. ) 

Mr Brow NsOoN. We appreciate your cooperation and the very ex 
‘ellent statement you prepared. It will be very helpful. 


(Thereupon, at 3:90 p- li. the briefing Was concluded. ) 


Exhibit 25 follows:) 


it F I ( I OPERATION AMERICAN CONS \TE GENERAL, BARCELONA, 
SPAIN 
Pe) ymnel 
t 
S Ar 
\ 
AY s 


Reduction-in-force decrease was 4 local employees and 3 American empl 


Rent of consular quarters ($209 per month) 
Rent a Casa Americana ($190 per month) 
Representation allowance: 


1953-54 1, 040. 00 


195455 950. OO 
Operating expenses: 
Regular program: 
1953-54 130. SO 
1054-55 150. OO 
USIS: 


1953-54 90, 32 


1954-55 LO). OO 


These figures represent an estimate made by Embassy Madrid for petty expenses 
(other than rent and utilities) 


DONS4—55 








~ 
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t 


Office workload, consular and reporting 


January 1-September 30 





1953 | 1954 
Citizenship and sport services a 244 | 441 
Immigration visas issued or refused " 44 | 58 
Nonimmigration visas issued or refused s 205 608 
Ir ‘ ed 562 | 906 
N irial service 314 555 
Vessels entered (not public vessels ‘ 3 68 


These services do not include their numerous preparatory interviews, nor 
does it show the large amount of protection and welfare work (which includes 
veteran affairs) performed here. No tabulation is kept of across-counter inter- 
views, business callers, mail, and Treasury check registration and delivery; nor 
of the multifarious services in connection with the many United States naval 
Visits. 


“a 

Economic reporting, 1954: Number 
Agriculture? - eb aii , ; Sec hak sb : = BB 
Industry and commodity_- ‘ Sy Se a a ee 
Trade lists ih mali a . 7 inceediasaslaied 6 
World Trade Directory reports ek a ee sence sicin niiciasiieciid aap st 
United States naval visits during this period ; ies sielleeenas. AE 


1 Includes cotton manufacturing. Time did not allow separating industry from agriculture 
in the cotton category. ’ 





INTERNATIONAL OPERATIONS OF THE UNITED STATES 
GOVERNMENT IN FRANCE, SPAIN, AND GERMANY 


(United States High Commissioner for Germany 
Berlin Element Briefing) 





FRIDAY, NOVEMBER 26, 1954 


House or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE OF 
THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Berlin, Germany. 

The subcommittee met in the office of the United States Com- 
mander, Berlin, at 10:30 a. m., the Honorable Charles B. Brownson 
(chairman) presiding. 

Committee members present: Representatives Charles B. Brown- 
son (chairman), George Meader, Katharine St. George, and Harrison 
A. Williams, Jr. 

Committee staff present : Maurice J. Mountain, staff director; Wal- 
ton Woods and Arthur Perlman, staff investigators; and Wallace 
Parks, staff member. 

Also present: E. M. Rabenold, Jr., State Department escort offi- 
cer; Lt. Col. Gerald Jorgensen, Air Force escort officer. 

HICOG representatives present : Maj. Gen. George Honnen, United 
States Commander, Berlin; Brig. Gen. F. T. Pachler, Commanding 
General, Berlin Command; Henry Parkman, Assistant United States 
High Commissioner; Capt. J. S. Christenberry, aide de camp; Maj. 
J. M. Smith, escort officer; R. T. Burns, executive secretary, Berlin 
element of HICOG, briefing officer; D. S. Spigler, Chief, Program 
and Finance Branch, Economic Affairs Division; and Thomas J, 
Carolan, Deputy Chief, USIA Operations, Berlin. 

The members of the subcommittee were given a private briefing 
by Maj. Gen. George Honnen, United States Commander, Berlin, 
which was not reported. 

The members of the subcommittee then visited informally with 
Dr. James B. Conant, the United States High Commissioner for Ger- 
many (not reported). 

General HonNEN. This briefing will be carried on by Mr. Burns, 
and since we are behind schedule we will abbreviate as well as we 
can. 
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STATEMENT OF R. T. BURNS, EXECUTIVE SECRETARY, BERLIN 
ELEMENT OF HICOG, BRIEFING OFFICER; ACCOMPANIED BY D. S. 
SPIGLER, CHIEF, PROGRAM AND FINANCE BRANCH, ECONOMIC 
AFFAIRS DIVISION, HICOG; AND THOMAS J. CAROLAN, DEPUTY 
CHIEF, UNITED STATES INFORMATION AGENCY OPERATIONS, 
BERLIN, GERMANY 


Mr. Burns. Before we commence, ladies and gentlemen, we have 
the Chief of our Program and Finance Branch of our Eco- 


Afl l Division, Mi Spigler, n the event you have questions 
FOA itters which I cannot answer: and also Mr. Thomas J. 
(C‘arolan., Depu Chief of | SLA operations, Berlin. 
| eood way to start talking about Berlin is to start on thi 
0 rk nward,. because there are not many places in the 
here city limits mean as much as in Berlin. 
| red |i 1e is vhat we refer to as the Sector Zonal Border 
( hart]. That border is not to be crossed by us without 
cial permission OT 01 k d or another if we are n embers of the 
Occupation Forces without special orders, or if we are tourists with- 
ta 1. Oceasionally (merican tourist, not knowing his geoo 
l oe urd a trai ind be picked off the train at the first stop 
EJ cd the e by the People’s Polece, and held ad iy or 2 ors until 
ve ! back. 
eavy red hie » is crossable. You will cross it this after 
It is casually watched. They will take a look and wave you 
Wi earig of access to every sectiol of the city. The West 
1s ‘ e the same right, but although they have the right. some 
of them just do not want to see the People’s Police There are some 
West Le ners who |] ive not been in Kast Berln since 1945, although 
ome mav have heen born there 
These |indicating re administrative borders, and you will not 
no vyhen you cross them. } 
Because time is short and because you will be seeing these later, 


I will point out only the highlights. 

We will tart with the East Sector and we will talk about the old 
section of Mitte. 

Mr. Br WNSON,. Are there people W ho live ih one sector and are em 


ploved in another ¢ 

Mr. Burns. Yes. About 35,000 cross daily from West Berlin 
People from East Ber! who work in West Berlin are more than 
that. 

In Mitte—I presume you will go through the Brandenburg gate. 
That gate stands on the border. As you cross you are on Unter det 
Linden, who runs from Brandenburg gate to what used to be the 


Imperial Palace and is now the Marx Engels Platz, the Red Square 
of East Berlin. 

Along t it street in the old d vs used to be a number of the Km 
assies. a couple of Berlin’s best hotels. opera houses, and so forth. 
Now the most imposing | wilding on the street is the Soviet Embass\ ‘ 
i block lo gF on the south side ot the street, 

Just off U2 tel dei Linde hn 1s Wilhelm strasse, somewhat similar 
to our Constitution Avenue, which is the old center of the German 
Government, of Hitler’s government. You will see the ruins of his 
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hancellery and of the bunker where he died. The Russians have 
left that as a “memorial” to Hitler. 

Here you will reach the center of East Berlin, and when you com 
pare it with the center of West Berlin you will find it does not com 
pare very well. 

This is Stalin Alley, a wide street on each side of which you will 
see 5-Story apartment houses, representing the one major effort. the 
Russians have made to rebuild in the Soviet Zone. 

Coming back Ih our own sectol you come to Tempelhof Airfield, o1 e 
of the finest in the world. In the American Sector is the seat of the 
West Berlin government, which sat until 1948 with the East Berlin 
government in the old town hall. Beginning in 1948 the West Ber 
liners were forced out and have sat here since. 

This is the American community, and a very fine residential dis 
trict. 

Chis headquarters originally was a district headquarters for Goer 
no’s Luftwatle. When we came into it in July 1945 we found that 
although it had been only lightly damaged by the war, the Russia 
had been here before us. As you remember, they OC( upied the « ity fon 
some weeks before we arrived, and they had taken out all the floo 
and window sashes, and so forth, to use for fuel, and we had to re 
furbish it, and it has served as our headquarters ever since. 

We find in ¢ harlottenbure one of the world’ Preatest street 
Kurfuerstendamm, which Hitler extended, a street so wide that 
during the war the Germans found it hecessary to put « imouflage 
netting over it to keep our troops from using itasa ouldeline. 

In the British sector, still under Four-Power control, is the priso1 
of Spandau. and in that prison presently are being held 6—until 
weeks ago It was 7 if the highest (Grerman war prisoners, notably 
Hess. Two weeks avo Von Neurath Was released on grounds of 
sickness and very old a 


e. 
Inthe French sector we will ment ion only ‘I evel An field. Tegel was 


* 
built during the blockade in the summer of 1948, in a hurry, when it 
appeared Tempelhof and Gatow together could not carry the load. 
With the aid of the labor of thousands of men and women—of course 
there was a lot of unemployment at that time—and with the rubble 
they brought from the built-up section of the city, they put up Tegel 
Airfield. There was a man in Frankfort who sawed a bulldozer with a 
torch and brought the pieces here and welded them together again 
in order to make the airlift a volng concern. 

Any questions on this? 

From these charts we see the division of the city among the four 
powers. It is clear from this chart, upper left, that the Russians have 
the lion’s share, areawise, of Berlin. That is explained because it was 
originally intended to split Berlin among the Russians, the English, 
and the Americans. Later we argued for giving the French a slice. 
The Russians argued against it, but gave in with the reservation the 
French sector would come out of our share and not theirs. 

You will note, however, upper center, that if the city is split popula- 
tionwise, it is a fairly good division. We see the Russians have a little 
over one-third of the population, we have a little under one-third, 
and the British and French aboue one-third together. 

The population of Berlin is 3,300,000. That is split two-thirds in 
West Berlin and one-third in East Berlin. The 1939 population was 
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4,300,000. We have lost 1 out aioe t of our peacetime prewar population 

On the map, upper right, we see Berlin’s position, as one journalist 
put it, as an island ina aa sea. It is 105 miles down the white line 
from Berlin to Helmstedt. On the other hand, it is only 45 miles 
from Berlin eastward to the Oder-Neisse River. That boundary is a 
determination that cannot be made until the signing of a final peace 
treaty. The Poles and Russians consider it as an integral part of the 
Soviet Union and of Poland. 

Below on the charts, starting left, we have charts depicting the 
transportation systems of Berlin and access to the city. You see here 
the main airlanes coming from West Germany, the long one from 
Frankfurt, and this one from the British Zone. These are 20 miles 
wide and extend to infinity. They are regulated by the Berlin An 
Safety Center whi *h Sits in the building formerly occupied bv the 
Four-Nation Government in Germany. 

We and the Russians, of course, must clear flights across zones 
For example, day before yesterday the Soviets asked for clearance t 
end an airplane to Paris to pick up the body of Andrei Vishinsky 
It went to Paris without the ne eCSSITY of clearance from us because it 
went over the British Zone, but coming hack it followed the route that 

guarded by our 12th Air Force, and we had to 
clear it through over the American Zone 

Here we see the rail line sof Berlin. Wesee that Berlin was the hub 


of rail traffic in the country. Here you see a black line, and here you 
see a “doo leo” on the canal system connecting the Oder River and 
I: De, whi h the Russians constr icted in order that if they decide to 
} 


11 
| 
i 


ocka le us again our eee \¢ Wil 
' 


comes across the area 


not be as annoy ine’ as it 
I 

operations. Now they awe built this rail line so that they will not 
have to send any of their traffic into West Berlin, they hope, althoug! 
how it cannot carry it all. 

Any questions. 

Mr. Brow NSON, No. 

Mrs. Sr. Grorce, Is the shift in population, the fact they have only 
ov.6 percent of the population in their zone, due to the fact so many 
refugees have come across ? 

Mr. Burns. No. The percentage is held fairly well, because even 
if the refugees leave East Berlin they are not added to our total, in- 
asmuch as the highest percentage of them go out in the Federal Repub- 
lic and are accounted for. 

Mrs. Sr. Greorce. But a good many have left there. so that then 
population is smaller than it normally would be? 

Mr. Burns. Yes. 

Mr. Meaper. Is the Air Safety Center the only vestige left of the 
Four-Power Government ? 

Mr. Burns. No: that and Spandau Prison. Each of the four pow- 
ers keeps a watch there 1 month at a time. 

Mr. Meaper. There are also a few technical committees which meet 
from time to time. Those are the only ones ¢ 

Mr. Burns. Yes. 

Mr. Meaper. All the various sectors of Berlin are independent 
municipalities ¢ 


before. Be fore w e were able to} utavery annoying crimp in thei 
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Mr. Burns. The line between the two sectors is a definite political 
boundary. Of course children still get lost and strayed in the city and 
sometimes will wander in the East sector. Then the People’s Police 
are notified and they will pick them up. 

Mr. Meaper. The electric power is in the east sector ? 

Mr. Burns. Yes. We have made ourselves completely self-suffi- 
cient since the blockade. We are also self-sufficient in water. 

The city is huge, as you can see, 340 square miles. New York City 
is 320 square miles. Chicago is a little over 200 square miles. Marion 
County, your county and mine, Mr. Brownson, is 402 square miles. 

This is more than an interesting statistic in Berlin, because the 
fact we have this fine vast city forest system and these lakes allows 
a Berliner to get out during the weekends, so it is a godsend we have 
that area available to us. 

With these charts we show you our own internal organization and 
the government of Berlin. 

The chart at center above shows you that General Honnen, United 
States commander, Berlin, wears two hats, one as a representative 
of Dr. Conant, whose seat is generally in Bonn, who passes to General 
Honnen all matters political or economic. 

General Hoge passes matters military, through General Honnen, 
to General Pachler, commanding general of the Berlin Command. 

To the right you see the organization of our own State Department 
here. Mr. Parkman has at his disposal seven divisions for handling 
the business of the mission, including the Divisions of Consular 
Affairs, Economic Affairs, Administration, Political Affairs, and 
Public Affairs. 

Then he has to take care of two of the most unique items in the 

serlin picture. One is the Eastern Affairs Division, which handles 
Foreign Service reporting on the East Zone, and the other is the 
Public Safety Division, which still maintains policy supervision over 
the West Berlin Police Department, which employs some 16,000 men. 
The New York City Police Department employs 20,000 for a popu- 
lation almost 4 times as great. 

At the upper left is ‘the organization of the Allied Kommanda- 
tura. The Kommandatura is to preserve and utilize when necessary 
the reserve powers it still holds. 

The chart below shows the organization of the Senate of West 
Berlin. 

At the top we have the governing mayor, Dr. Walther Schreiber, 
who is a member of Adenauer’s party, CDU. He has a deputy mayor, 
Hermann Fischer, a member of FDP. 

Then we have the senatorial departments, which constitute the 
executive cabinet of Berlin. 

Then we have one legislative body, the Berlin House of Represen- 
tatives, with 127 members and 73 seats saved vacant for the happy 
day when East Berlin will come * ack, 

The mayor governs the city with a CDU-FDP coalition, the FDP 
being the conservative party. They have 66 members. And the 
Socialists have 61. Before the death of Mayor Reuter the city was 
governed by a coalition of the three parties. Reuter was an SPD. 

In spite of the narrow majority, they have been able to get along 
and govern effectively. We have elections coming up on the 5th of 
December which will probably alter the picture somewhat. 
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\ny questions ¢ 
Mr. Brownson. Mrs. St. George. 
\irs. ST. (FEORGE,. No que L1O}] 


Mr. Brownson. Who s the leading figure in DP? 

Mir. Burns. One of them is Jochen IKuehle. Von Hleynitz is an 
obhner leaaging one, 

Here the people vote not Tol idividuals but for lists, and on the 
| =f Will be the names « f i tre ind date 5 oO th parties. Then the 


election Olliclais, ater thie otes are counted, give to each party the 


! members repre nting the percentage of the total votes 
ey got, and thus they are seated. 

\\ , ‘ hart you something ol the economk life of 
1 tv and the progress, on the two lower chart 5, that we ire making 

Wa t\ 

Ilere we se¢ ' chart dep o the indust i ndex, and see that 
Py { lockade, wh t stood at 20 points, until now, when it 

3 e curve pwal ha been very al stactory. Yet when we 

vears ago represents 100 points, we see how far Berlin is 

I i ft I leral Republi 

Vin b OW NSON Are these igures 1n tonnaves ol inits ¢ 

Mr. Burns. Units produc 

Mr. BrowNson. So curt y fluctuations have no effect 

Mr. I 


}URNS. Of course a lot of our potential index is in the Federal 


he Federal Republic. 
That is yout 119 at the present time. Part of that index really 


R 1] seat : be le and skill to t 
vepublic, since we have 1o peopie and SKILI to 


belongs to us here, and one of our big problems is in replacing the 
of pation that was formerly in Berlin. Among the unem- 
ploved there is a high peres ve of white-collar workers who, in the 
dd . worked for the Government or for the sort of businesses 
whl ive a natural tende \ to gravitate toward a banking capital. 
Phe re gone now, Frankfurt is now the big banking capital. This 


e | raest class to convert to the blue workers. which we could 


petter put to work. That, too, iweravates the problem, the fact we do 
ot have the same types of business activities that we had 15 years ago. 
Mr. Brownson. I notice in your industrial index you exclude 
7 
0 


Mr. Burns. Ye 
\l Brownson. Why >that é 
Mr. Burns. Mr. Spigler, will you speak to that? 
Mir. Su 

4 , ¥ ¢ ] 4 4 : . > . ° 
Statistical Othee, and for some reason they ave not, eithe In Berlin 
or West Germany, been able to maintain building statistics they feel 
are satisfactory. 


IGLER. These are German statistics, prepared by the German 


Mr. Brownson. If you were to put building in, would not that 
make your comparison with Kast Berlin more favorable? 

Mr. Sprigter. In comparison to East Berlin, but not Western Ger- 
mal Chere is one interesting point we must keep in mind. There 
has been a substantial shift in population. Since 1936 the population 
of West Crermany has increased and the population ot West Berlin 


has decreased, 
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Mr. Mreapver. What about communication between East and West 
Berlin ? 

Mr. Burns. We have all communications between here and West 
Germany. Telephone communications between East and West Berlin 
are cut. We have one protocol line. Otherwise the telephone sys- 
tems are completely down. 

The street car and bus systems end at the border. You would get 
off half a block from the border and board another that looks the same 
and take it on in. 

On the other hand, the interurban line and subway do connect. East 
and West Berlin and not stop at the border. East Berlin is be 
hind the Iron Curtain but accessible to West Berlin. (Good sense 
keeps this open because it is between the East Zone and the East 
sector. 

The long-term aim is to make this a self-sufficient city, but we are 
not likely to do that until it is linked to its hinterland. 

Not only has the quantity of our aid to West Berlin gone down and 
down, but the nature of that aid has shifted during the last 2 or 3 
years. There was a time, right after the blockade, when Berlin’s 
unemployment was so high it was not only an economic problem but 
a serious political problem too, so we answered with a_political- 
economic answer, which is this relief program, the idea being to get 
as many people to work as soon as possible. 

We find we are able to put our aid on a loan basis into businesses 
which are already going concerns or show promise of being going 
concerns, thus aiding the concerns that will be the economic bases for 
the city. 

Mrs. St. Grorar. How many une mre are there in the city 4 

Mr. Burns, At present, 157,000. It has been reduced from 300,000 
after the blockade. 

Mrs. Sr. Georce. What is the total in West Germany ? 

Mr. Burns. 800,000. 

This 157,000 is 15 percent of our work force. However, it is diffi- 
cult to say how many of the 157,000 are unemployable, such as the 
former white-collar workers who were in their prime 10 or 15 years 
ago. They are included, although some may be unemployable. 

Mr. Brownson. Are women included 2 

Mr. Burns. Yes. That is another problem. Women are usually 
the white-collar workers, as in Washington. ‘The same condition pre- 
vailed here. ‘They are very difficult to convert to industrial types of 
enterprises. 

Mr. Brownson. Do you have any labor shortages in your industrial 
type of enterpr ises ? 

Mr. Burns. Mr. Spigler, will you answer that? 

Mr. Sricter. Not at the present time. It is anticipated that soon, 
perhaps even in a year a shortage in some skilled trades may develop. 

This decline in unemployment has been accomplished despite a 
steady increase in the labor force, due largely to the influx of refugees 
and the influx of young pepole into the labor force. 
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s e January 1953 unemployment has declined b about LOO,Q00 
ro 60,000 to 157.000 fn order to accomplish that decrease in 
unemployment of 100,000, it was necessary to create 140,000 new jobs, 
Limost Dy percent mol 

Mir. Burns. And there t only the influx of the refugees, but 
the problem of the border crossers, the East Berliners working in 


West Berlin and West Berliners working in East Berlin. As it 
tood in 1949. 110.001 West Berlin el worked l Kea I Berlin. Many 


1 the ire now oul We t ber! unemployed 1 ). 
so et s chart shows progress, it does not show ll the progress 
that { F made. 
i] e have a comparison on the basis of hours bet en standards 
n East | West Berlin. 7 blue column represents the number of 
hours that a West Be er has to work to get quantity of these 
ficient to maintal mself, his wife, and two children on a 


lust a little better than subsistence, although we have in 


cluded se e of what we eall ixury items su is theater tickets, 

OM a ties except housing the West Bel ner ~ vetter oft 

ian the East Berliner. In hous ng the Kast Berliner pays a little 
ror | living accommodations. 


Mi Sr. GeorGE. The East Berliner’s living accommodations are 
worse than the West Berliner’s; are they not ¢ 

Mr. Burns. The housing conditions are very tight on both sides. 
I think ours is a little better. Phe quality ot clothing is not as good 
over there as it is here in West Berlin. 

Mr. Brownson. How do your unemployed live? 

Mr. Burns. Fortunately, Germany has had one of the most com- 


prehensive systems of compensation ever devised. It is amazing to 
ure What a man 1s getting. If it were not for this system these 
57,000 people would be a lot bigger problem than they are today. 


Of course there are plenty of problems, since the funds that go to 
them have to come from somebody else, but the system is there, the 
distribution system, and it is established and keeps them living. 

Mr. Brownson. Is there quite a gap between the unemployment 
compensation and what they would get if they worked ¢ 

Mr. Burns. Not as big as at home. 

Mr. SprGter. It is not a very big gap. It is sai 


g Oo ! the West Berliner 
receives enough unemployment compensation to live better than an 
employed Kast Berliner. 

Mr. Brownson. Perhaps that explains the reason for the unem- 
ployed white collar workers; they would rather keep their dignity 
than go in a lower-class employment. 

Mr. Spicter. That may be true to some extent, but not altogether 
or it would be more difficult to obtain people in certain trades, 

Mr. Burns. With the chart in the center we have depicted the three 
media we use in getting our information over to the East Berliner. 

First there is RIAS (radio in the American sector), the station 
carrying German language broadcasts 24 hours a day to the people 
of the East Zone. Also, it is a high entertainment value for the 
people in the West Zone. 
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RIAS estimates it reaches between 6 and 10 million in the Soviet 
Zone. The Russians have been successful, in some parts of the zone, 
in jamming out our broadcasts, so that it is difficult for the people 
to hear them. There is a constant war between the RIAS engineers 
and the Soviet jammers. 

RIAS is pi highly regarded by the Germans. It has exercised 
the policy of telling the people the truth regardless of the fact the 
truth might not be to our greatest advantage. 

Another of our institutions is the newspaper Die Neue Zeitung, 
which has a circulation of about 50,000 daily. It is aimed at the 
influential people in the city and gives them a good picture of our 
thinking on the things that arise not only in the city but throughout 
the worl E 

Then there is the Amerika House. You all know what that 

We have in the center of the city and scattered throughout the 
ity, libraries, project ion rooms, and so forth. These efforts are aimed 
particularly at East Berlin so that they can read freely newspapers 

ind books of their choice and see American pictures, and so on. 

On the chart at the left we see a comparison—this is out of date. 
We have our own radio station and a German-owned enterprise, but 
that is recent. In East Berlin we have the Communist radio. They 
» uta lot of effort into the 1r propaganda broadeasts There are three 
hannels here in the city which you can pick up very satisfactorily. 

The chart at the right I will mention very briefly. The red slice 
f the pie is the percentage of the enrollment of these various schools 
which comes from East Berlin. You see it is high. In the case of 
the Theological College there are more people coming from East 
Berlin than West Berlin. 

Then at the bottom are the refugees, which represent perhaps our 
second biggest problem other than unemployment. At present these 
people are coming in at the rate of over 2,000 a week. Projected, 
that would mean a little more than 100,000 in 1954. That is only 
ibout one-third of what we got in 1953, the big year with the bulge 
in it. The bulge is attributed to the facts: (1) In the spring of 
1953 the East German government stepped up its program to get 
more from the farmers: and (2) after the 17th of June there was a 
flow of people who, in one way or another, had gotten themselves 
na jam in those few hours, and they came to us. 

It is down to what it is now for two reasons: 

(1) Living in the East Zone is probably a little better than it was. 
It is not as good as in our zone, but it is better than it was. The 
man who makes the decision to come to the West has to decide to 
leave his home, his furniture, his friends, and bring what he can 
in a suitcase. So there is a tendency to think, “Things are better. 
Let us not make a decision now. Maybe things will get better. We 
are not starving”—and they are not—‘and the police are not in the 
back yard.” 

Another reason is, it is now far easier for the refugee to go from 
East Germany to West Germany. That is open now and many people 
will go directly across the border with their suitcases. 
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I do not want to take any more of your time, it is now 5 minutes 
after 12, unless there are questions. 

Mr. Brownson. You have had about 600,000 come across. You are 
getting an aged population in the east now. 

Mr. Burns. Yes. It is the younger ones who are coming across. 
The old people, who represent LO percent or a little more of the popu- 
lation of the East Zone, represent only about 1 percent of our total 
refugee problem. 

Mr. Brownson. Mr. Carolan, what are the Russians spending in 
their information efforts in comparison to our expenditures 4 

Mr. Carouan. I do not know, but it is tremendous compared to the 
amount we are spending here. We have fivures, but | do not have 
them with me. 

Mr. Brownson. I would like to have those figures if you can get 
them to us, because that is one of the selling points when the appro 
priation for USLA comes up. 

General HonNEN. We feel they are spending more combating 
RIAS than we are spending to run it. 

Mr. Caro.ian. It costs us $2,700,000 a year to operate, and in com 
bating it they are spending at least four times that much on the 


jamming. On the jamming it is difficult to Say because it 1s spotty. 

Mr. Brownson. You feel that by and large your radio is the most 
effective ¢ 

Mr. Carotan. In the East Zone, yes. 

Mr. Witiiams. Are the British and French operating in this in- 
formation area / 

Mr. CARO! AN. Yes. 

Mr. Witiiams. How do they compare with our operation ? 

Mr. Carotan. They have their information centers. They do not 
have newspapers or radios except what is sent over BBC in the Ger 
man language. 

Mr. Brownson. That emanates from London ? 

Mr. Carouan. Yes: German language broadeasts. 

Mr. Burns. We have some American broadeasts. 

General Honnen. We will have the Army-Navy football game to- 


morrow night. 

Mr. Brownson. Do you have many East German visitors in your 
(merika Houses ? 

Mr. Caroitan. About 35 to 40 a day. We have special reading 
rooms for the East Zone visitors. 

Mr. Brownson. What is the biggest demand for, your technical 
nformation ? 

Mr. Carotan. No: I would say general information, world affairs. 

Mr. Burns. There is a big demand for magazines like Life and 
lime. 

Mr. Carotan. We have a great demand for publications in the tech- 
nical field from West Berliners. Of course we do not concentrate on 
that. 

Mr. Brownson. There was a program a few years ago, about 2 
vears ago, a bill for more elaborate America Houses. 
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Mr. Caroian. Here in Berlin we thought 2 years ago they were 
going to build one, but within 6 months of the time when a request 
was made for one for Berlin and for Frankfurt the word came back 
we did not get that supplemental. The building we have now is not 
in the best location and it is unsafe in some respects. We have 
requested the Army engineers to go check it. 

Mr. Brownson. This committee passes no judgment on the America 
House as such. However, there are certain standards in the housing 
which we might think are not in the best interests of the United 
States. 

Mr. Carouan. The city of Berlin at present is endeavoring to work 
out, on a site they had made available to us for an America House, 
wrangements to build a building in which we could rent space for 

America House. 

Mr. Spicer. In the funds we are allocating for the reconstruction 
program we are suggesting that part of the money be used for the 
construction of a city-owned building which would be suitable for 
use as an America House which could be leased. 

Mr. Brownson. Has there been a change in the FOA or USIA 
operations here as a result of Reorganization Plans Nos. 7 or 8?¢ 

Mr. Caro.an. As far as USLA is concerned; no. 

Mr. Spicter. Nor in FOA. 

Mr. CaroLtan. You will find it has more effect in Washington than 
in the field. 

Mr. Brownson. That is what we are finding. 

Mr. SpicLer. We are completely integrated as far as FOA is 
concerned. 

Mr. CaroLtan, We get our administrative support through the cen 
tral administrative section. 

Mr. Brownson. Any questions? 

Mrs. Sr. Grorce. No, 

Mr. Meaper. No. 

Mr. Witut1ams. No questions. 

Mr. Brownson. I certainly want to thank my constituent for the 
fine briefing. 

(Thereupon, at 12:30 p. m., the briefing was concluded. ) 

Mrs. Sr. GEorGE. Very well done. 

(The following: charts were presented for the record—Exhibits 
26-47 :) 
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ExuHisit 42 
WESTERN BERLIN 
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TOUR OF EAST AND WEST BERLIN 


(2: 30-5 p. m.: The subcommittee and staff made a tour of inspection 
of East and West Berlin, conducted by Mr. Ruchti, political officer. ) 


TOUR OF INSPECTION OF RIAS, BERLIN 
(5: 30-7 p. m.: The subcommittee and staff made a tour of inspec 


tion of RIAS (Radio in the American Sector), conducted by me es 
Carolan, deputy general manager for Berlin. ) 





INTERNATIONAL OPERATIONS OF THE UNITED STATES 
GOVERNMENT IN FRANCE, SPAIN, AND GERMANY 


(Military Briefing ao USAFE and Tour of 
Housing Area, Wiesbaden, Germany) 


MONDAY, NOVEMBER 29, 1954 


Houss or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Wiesbaden, Germany 

9a.m.—-l p. m.: The subcommittee and staff were given an off-the 
record briefing in Headquarters USAFE (United States Air Forces 
in Europe). The officers who participated in the briefing were Lt. 
Gen. William H. Tunner, commander in chief; Maj. Gen. Mark Brad- 
ley, vice commander in chief; Maj. Gen. Colby M. Myers, deputy 
chief of staff, installation; Col. Melvin T. Edmonds, assistant deputy 
chief of Staff, installations; Col. John J. Stark, briefing officer: Capt. 
Logan Nalley, Chief of Visitors Bureau (escort officer). 

Thereafter, the subcommittee and staff made a tour of the housing 
area at Heinerberg, conducted by Major General Bradley, including 
the Crestview Apartments; and a tour of the Eagle Club (service 
club) conducted by Maj. Hortense Myers, USAF, special services offi- 
cer, WARCOM (Wiesbaden Area Command). 
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(Political Affairs Briefing, Bonn, Germany) 





TUESDAY, NOVEMBER 30, 1954 


House or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE OF 
THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Bonn, Germany. 

The subcommittee met at 9:15 a. m. in the conference room, head- 
quarters of the United States High Commissioner for Germany, for 
a political affairs briefing, the Honorable Charles B. Brownson (chair- 
man) presiding. 

Committee members present: Representatives Charles B. Brownson 
(chairman), George Meader, and Harrison A. Williams, Jr. 

Committee staff present: Maurice J. Mountain, staff director; Ar- 
thur Perlman, staff investigs ator; and Wallace Parks, staff member. 

Also present: Lt. Col. Gerald Jorgensen, Air Force escort oflicer. 

HICOG representatives present: Herve J. L’Heureux, Executive 
Director and Supervising Consul General; Frank Hefner, Deputy 
Executive Director; Elim O’Shaughnessy, Director, Office of Polit- 
ical Affairs; Charles D. Hilles, Jr., legal adviser to the High Com- 
missioner; Raymond Lisle, Deputy Director, Office of Political 
Affairs; and Edward Lampson, Chief, Internal Political Affairs 
Division, Office of Political Affairs. 

Mr. O’Suaveunessy. Mr. Chairman, we did not know too much 
about just what you had in mind, so I shall read from a little opening 
statement that might put some ideas in your heads for questions. 

Mr. Brownson. I think you gentlemen all know essentially what 
we want, but we might just clarify it first, and this statement will 
serve for all day. 

This subcommittee, of course, has the responsibility of surveying 
the civilian international activities of the Government from the stand- 
points of efficiency and economy. We do not have any responsibility 
in the military field except where economic aid impinges on military 
aid. 

At each of the posts visited over the past several days in Europe 
the subcommitte has familiarized itself with the broad political, eco- 
nomic, and social problems which confront our operations in each 
country. Such iestatieatied not only provides the setting for the 
speci ial concerns of this subcommittee, but also helps us, as individual 
Congressmen who will have to vote on issues affected by the inter- 
national trend, intelligently to carry out our broad responsibility 
for legislation and appropriations in the international field. 
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It serves the further purpose of enabling us to keep our constituents 
informed and advised on United States forei ‘ign operations generally. 

For the purpose of this hearing we have be fore us a rough outline, 
which I think has been submitted to you gentlemen, of subjects to 
be covered. It is my understanding that each subject will be intro- 
duced by a brief statement by a representative of HICOG, and that 
about half of each briefing period will be available for questions S 
the subcommittee. 

If that is agreeable, let us start out with your opening statement, sir, 
nd then we will proceed from there. We will not hold to a rigid 
time schedule, but I will ask the members of the committee to try to 
hold roughly to the schedule. 


STATEMENT OF ELIM O'SHAUGHNESSY, DIRECTOR, OFFICE OF 
POLITICAL AFFAIRS, HICOG, BONN, GERMANY 


Mr. O’Suaveunessy. Although forms and theories of High Com- 
mission and occupational status remain, for most purposes, the Ger 
man Federal Re a now acts essenti: lly as a sovereign government. 
Since September 1949 it has had a President, a Chi incellor and Cabi- 
net, a Parliament, parties, and elections. In almost all ways, the 
recent association between the United States High Commissioner and 
the Federal Republic has been that of cooperation and not the arbi- 
trary exercise of legal power. Basically, therefore, except in certain 
fields such as civil aviation and that of the Military Security Board, 
the de facto working relationship of the mission to the Federal Repub- 
lic will not be greatly changed. 

There is not likely to be any immediate diminution in the problems 
arising from the position of the Federal Republic in the heart of 
Kurope, facing the Tron Curtain, itself half divided, and one of the 
front outposts of the free world. Because of the Four Power agree- 
ments at the end of World War II and the conditions created by 
Soviet policy since that time, the United States, United Kingdom, 
and France retain, under the Paris agreements, certain powers, essen- 
tially those over all-German problems and relations with the Soviet 
Union. In ihe exercise of these retained powers, however, it will be 
necessary always to take into account the sentiments of the German 
people, the sensitivity of a newly sovereign German Government, the 
complications created by party politics within the Federal Republic. 
Hlere, therefore, every effort must be made to maintain and further 
the present friendly cooperation with the Federal Republic in the 
common interests of Germany and the remainder of the free world. 

Special problems will arise from the necessity of rearming. The 
opposition party to the present government while not formally neu- 
tralist, appears to put reunification of Germany before integration 
with the West, rearming, or even the recovery of sovereignty. It calls 
for the exhaustion of every possibility of negotiation in Four Power 
talks. Important organized groups in the population are opposed 
or lukewarm to rearming. The personal prestige of the Chancellor, 
however, in this as in other matters, remains very high. However, 
rearming will bring with it problems not only of manpower and of 
industrial rearmament, but of financing. The mission must be in a 
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position to make available our experience not only in technical train- 
ing and military aid but in meeting problems of the proper role of a 
democratic army in a democratic state. 

The presence of our own Armed Forces in the Federal Republic 
inevitably involves many problems which may be temporarily intensi- 
fied by the transition of the Federal Republic to sovereign status. The 
status of our forces will be regulated by a Rights and Ob ligations Con- 
vention, which, however, under the Paris agreements, will give way 
to a NATO status of forces agreement as soon as negotiated. The 
Armed Forces of the United States in Germany have worked in an 
atmosphere of general cooperation, so the transition will not be as 
difficult as it might otherwise be. The Federal Republic is, of course, 
grateful for the presence of American and other Allied forces in Ger- 
many. However, it does not desire that any arrangement for their 
presence here be discriminatory; that is, it feels the privileges and 
status of those forces should not be essentially different here than is 
true in other countries in which such forces are stationed, except for 
such modifications as may be made necessary by the greater numbers 
of troops in Germany and their specially exposed position. Problems 
will be created by competing needs for barracks, maneuver areas, and 

forth. Such problems will require skillful diplomatic handling. 

The membership of the Federal Republic in NATO and in the 
enlarged Western Union organization will involve increased diplo- 
matic activity of the Feder: al Republic. The Federal Republic will 
now be a full partner in the organizations developed for western 
defense and integration. Close diplomatic relationships, and every 
contribution to that end which can be made by the mission, will be 
most important in the easy and proper working of the new relation- 
ship. 

Mr. Brownson. Is any of that statement classified ¢ 

Mr. O’SuaucHnessy. No. 

Mr. Brownson. Mr. Meader, do you have any questions? 

Mr. Mraper. No; I do not have any questions. 

Mr. Brownson. Mr. Williams? 

Mr. Wiii1aMs. No. 

Mr. Brownson. You feel that the transition on the whole will be 
pretty orderly and pretty well accepted ? 

Mr. O’SHavennessy. I think so. 

Mr. Brownson. Arriving as we did in the midst of an election cam- 
paign, of course, we were interested in the political implications of 
some of the policies you have discussed on the domestic German 
economy and the German political scene. Do you think the prestige 
of the Chancellor is enough to make possible a success of this rearma- 
ment program ¢ 

Mr. O’SHaveunessy. I think it is, and the results of the recent 
elections have added to his prestige. 

Mr. Brownson. You might give us an analysis of those elections. 
They seem about as conclusive as our elections at home. 

Mr. O’SHaveHnessy. May I ask Mr. Lampson to speak to that? 

Mr. Brownson. Yes; please. 
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STATEMENT OF EDWARD LAMPSON, CHIEF, INTERNAL POLITICAL 
AFFAIRS DIVISION, OFFICE OF POLITICAL AFFAIRS, HICOG, 
BONN, GERMANY 


Mr. Lampson. These elections were State elections. The y may be 
compared with the State elections in 1950 or the Federal elections i in 


1953. If you compare them to the State elections in 1950, the Chan- 
cellor’s party has won very greatly. In Bavaria in 1950 the CDI 
had 25 percent of the votes, and in the recent elections it had 4 
perce 


As compared WW ith the 1993 Federal elections, there has been a falling 
off of 6 percent inthe CDU vote. 

\s comp ired with the State elections that occurred in the spring of 
this vear just after the defeat of EDC, the Chancellor’s showing in 
these two elections is better than in the previous election. In Bavaria, 
where there was the greatest agitation on rearmament—you May have 
read about the Ministet of Defense being booed and actually hit at one 


meeting—this agitation did not result in an increase in Soe ialist voting 
in Bavaria. So I think that is an indication that the German elec- 
troate has not been moved by this agit ition. 

The Free Democratic Party is a party which has been trying in this 
election to differentiate itself from the Chancellor. They have been 
playing up nationalist issues, particularly the Saar issue. They made 
only eight-tenths of 1 perce it Mah. 


Mr. Winiiams. W nat party was that? 

Mr. Lampson. The Free Democrats. The attempt of the Free 
Democrats to gain votes by playing up nationalist themes was not suc- 
cessful, which I think is an indication of a sound philosophy by the 
electorate. It also assures the ¢ seed ie s two- thirds majority in 
the Upper House. He has that two-thirds majority, and it is possible 
in Le sse the vovernment also will be for him and vive him 530 votes 
out of 38. That is not absolutely certain but it is a possibility. 


Mr. Brownson. Do you have any questions on the interpretation of 


the elections, Mr. Meade ¢ 

Mr. Meaper. No. 

Mr. Brownson. Mr. Williams ? 

Mr. Wintuiams. Are the 487 delegates elected statewide or through- 
out the Republi 

Mr. Lampson. It is a combination of direct voting and proportional 
voting, but the electoral lists are prepared by the individual States. 

Mr. LBROWNSON. There has been some concern expressed in the 
United States as to whether the present framework of Germany will 
assure a strong civilian control of the armed forces in Germany when 
t is rearmed. 

Mr. O’Snavennessy. Germany is now run by good people under a 
good leadership, people who believe in democratic ways. For in- 
stance, Mr. Theodor Blank, the coming Minister of War, is determined 
to have a democratic army that will be under the control of Parliament. 

Mr. Brownson. Over and above the personnel at the present time, 
does it appear to you as an analyst of the political structure of Ger- 
many that the framework is such that regardless of who may occupy 
those responsib le positions in the future, if the legislative body here 
desires to retain control they could do so despite milits ary opposition 
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Mr. O’Suavueunessy. I am not sufficiently familiar with the Con- 
stitution to be able to answer that. question. 

Mr. Brownson. We agree with you that at the present time the 
thinking of the occupants of the important positions in the Govern 
ment of Germany coincides with our own thinking, but you have no 
way of assuring us that everything will go on this way, and I was 
curious to know whether the present setup is such that it gives advan 
tage to the legislative, particularly, in control over the military ? 

Mr. O’SuHaveunessy. I think it does. Against that you have a 
natural tendency in Germany to magnify the powers of the bureau 
cracy. 

Mr. Brownson. That is why we are concerned about it. 

Mr. O’SHauGunessy. Now everything seems to be under control. 
What will happen 25 years from now, it is hard to say. Germany 
right now is going through a period of prosperity. 

Mr. Lamrson. This constitution provides a stronger government 
than was true before. The position of the Chancellor is similar to 
that of the President of the United States, and it provides one of the 
strongest governments in Europe, and that was largely due to the 
drafting of the constitution. So I think the civilian side of the Gov 
ernment is more effective than it was in the past, which, to my mind, 
isa very good sign. 

Mr. Brownson. Any further questions on the political briefing / 

We thank you very much for your contribution. 

Do you have any comments, Mr. L’ Heureux ? 

Mr. L’Hevrevx. I do not. 

Mr. BrowNnson Then the committee will pass to the administrative 
briefing. 

(Thereupon, at 9:50 a. m., the political affairs briefing was co1 
cluded. ) 








INTERNATIONAL OPERATIONS OF THE UNITED STATES 
GOVERNMENT IN FRANCE, SPAIN, AND GERMANY 
(Administrative Briefing, Bonn, Germany) 


TUESDAY, NOVEMBER 30, 1954 


House or REPRESENTATIVES, 
[ NTERNATIONAL OPERATIONS SUBCOMMITTEE OF 
THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Bonn, Germany. 

The subcommittee met at 10 a. m., in the conference room, head- 
quarters of the United States High Commissioner for Germany, for 
an administrative briefing, the Honorable Charles B. Brownson (chair- 
man) presiding. 

Committee members present: Representatives Charles B. Brown- 
son (chairman), George Meader, and Harrison A. Williams, Jr. 

Committee staff present: Maurice J. Mountain, staff director; 
Arthur Perlman, staff investigator; and Wallace Parks, staff member. 

Also present: Lt. Col. Gerald Jorgensen, Air Force escort officer. 

HICOG representatives present: Herve J. L’Heureux, Executive 
Director and Supervising Consul General; and Frank Hefner, Deputy 
Executive Director. 


STATEMENT OF HERVE J. L’HEUREUX, EXECUTIVE DIRECTOR AND 
SUPERVISING CONSUL GENERAL, HICOG; ACCOMPANIED BY 
FRANK HEFNER, DEPUTY EXECUTIVE DIRECTOR, HICOG, BONN, 
GERMANY 


Mr. L’Hevrevux. Mr. Chairman, we have prepared a brief outline 
of what we might discuss. We want to save the committee’s time 
as much as possible. 

Mr. Hefner, although he has been here only 2 months, was Deputy 
Executive Director of the Bureau of European Affairs, Department of 
State, knows the German picture, and is an old budget officer. The 
information we do not have here we can readily get. 

Mr. Brownson. For the record we would particularly like a pre- 
sentation of the present functions of HICOG and the organizational 
structure; and the second phase would be a discussion of what you 
are doing to prepare for and forward this transition from the HICOG 
status to the Embassy status. 

In other words, we are interested particularly in what you are 
doing. We would also like some actual figures. 

Mr. L’Hevrevux. We have been effecting economies for the past 2 
years looking toward the transition, so it will not be an abrupt transi- 
tion. We are almost on an Embassy status now. There are a few 
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functions, such as civil aviation, that will undoubtedly phase out 
when we enter into an Embassy status. 

Mr. Brownson. You speak of economies. Will you give us some 
details on that ? 

Mr. L’Heurrvux. Spacewise; personnelwise: cutting down on auto- 
mobiles. Mr. He fne r has the a . 

Mr. Herner. As you know, the funds which support this organiza- 

on come from the government in occupied areas appropriation. 

Mr. Pai wson. Generally known as GARIOA ¢ 

Mr. Herner. It used to be known as GARIOA, government and 
relief in occupied areas. Now it is known as GOA, government in 
occupied areas, with the relief out. , wy 

Phe ap propr iation, if you are interested in the history of it, in 1952 
as around $31.3 million: in 1953, $21.6 million; in 1954, $13.3 muil- 
on: in 1955, $10.7 million; and in 1956 our request is another 10-per 
cent reduction. That is still in the executive branch and will be ready 
for transmission to the Congress next January. 

Mr. Brownson. That is the dollar side? 

Mr. Herner. That is the dollar side and the local currency. 

Mr. Brownson. Total funds made available? 

Mr. Herner. Yes. In 1955 we had $10.7. In 1956 the projection is 
approximately a 10-percent reduction. 

We have assumed for the past 2 years that sovereignty would come 
earlier than it is now coming, and because the budget. was based on 
the assumption sovereignty would come earlier, we have made reduc- 
tions earlier. For that reason the change to sovereignty will not mean 
the abrupt reduction that would have come. 

At the present time we still have certain occupational functions 
remain Oo, We expect them to be out of the picture by next June. 

The major occupation functions we continue here are the court SYs- 
tems, Which operated in 3 or 4 of our consulates. There are approxi- 
mate Is 600 cases still remaining. We expect most of those cases to be 
settled, probably by June of 1955. No new cases are being accepted 
by the 4 nited States courts. 


\nother occupation function which has been in the liquidation stage 


for the past > or 4 years JEIDTLA, the Joint Ki xport Import Agency, 
which was set up to cael uct the export and import trade. We are 
ow arranging to transfer all the JIITA assets and liabilities to the 
Grerman Federal Republic so that we can be out of that by next June. 
(As you know, the High Commissioner was in charge of the civilian 
r functions. He still has certain occupational functions in Frank- 
furt, Stuttgart, and Munich, as well as Berlin. 
We also have a Military Security Board which reviews license ap- 
pheations submitted by Germans to be certain that the items to be 


produced are not for military purposes. It is expected that Board 
vill be out of existence, although a similar board may be set up under 
NATO when the German Re ‘pub lic becomes a part of NATO. 

One other occupational activity is the Allied secretariat. At one 
time that was a very large structure with operating committees. Now 
there are only f or 5 committees left. and we expect by next June 
they will be out of the picture. 

That leaves us with a hard core of staff for regular Embassy 
functions, and our estimate for 1955 is based on that. 
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Our staff now totals about 450 United States personnel, both pro 
fessional and clerical, and approximately 1,540 local personnel. That 
covers the organization of the High Commissioner's headquarters 
here, it covers Berlin and six consulates—Bremen, Dusseldorf, Frank 
furt, Hamburg, Munich, and Stuttgart. It also covers the Military 
Security Board in Koblenz. This figure does not include USLA, the 
Information Agency; the Foreign Ope rations Administration; the 
joint advance planning group; the Treasury Department; Depart 
ment of Agriculture: the Department of Justice; certain military 
people ; the G AO; the Library of Congress. The total United States 
staff in Germany, excluding the military, is about 890 to 900 United 
States personnel and approximately 4,000 local personnel. But just 
the High Commissioner’s office is around 450 United States personnel 
and around 1,500 locals. 

That staff will also be reduced by next July 1 by approximately 
10 percent, based on our 1956 budget requirements. 

At the present time the organization does not quite resemble that 
of an embassy like Paris or London because some of the occupation 
functions will remain. Generally it is organized into 4 or 5 units 
Office of Political Affairs, Office of Economic Affairs, Office of Public 
Affairs, Office of General Counsel, and the Office of Administration. 

There are a number of special units which we might mention, 
including the legal adviser, Mr. Hilles; the science adviser; and the 
boards and commissions which may be set up as a result of the Paris 
and London protocols. You may remember 2 or 3 years ago a number 
of boards were to be set up. The Arbitral Tribunal was one; and 
there is a Mixed Clemency and Parole Board: and the London Debt 
group. ‘Two years ago the plans for those boards were big, but at the 
present time we can only see the necessity for 2 or 3. 

Mr. Brownson. Why is that ? 

Mr. Herner. Because there has been no business. For instance, 
the Mixed Clemency and Parole Board, the High Commissioner has 
already set up on an interim basis. That Board is composed of three 
United States members, a political man, a general, and a legal man. 
It has been working with the Germans. It has reviewed over 300 
applications for clemenc y and parole. There will not be much left 
for them to do, so it probably will not be set up. 

Mr. Brownson. Simplicity has triumphed over our planners. 

Mr. HEFNER. The London debt group has had ho business brought 
to it. There is one man on it now. 

There is a Restitution Board in Berlin which probably will continue 
in operation. 

Mr. Brownson. You have pointed out some very marked decreases 
in personnel. One of our members who was previously over here 
with us, in discussing this trip, asked me specifically to find out whether 
the reductions in personnel in all cases represented a bona fide reduc 
tion or whether in some cases contract services were being used to make 
up for the reductions. 

Mr. Herner. They are bona fide reductions. In 1949 we had trans 
ferred to us 2,200 United States personnel. Many of them had a 
limited duration contract, and most of them are gone. That is not 
saying that some may not have gone to the Department of the Army 
or elsewhere, but the ‘vy are not with us. 
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Mr. Brownson. What | meant partic ularly was whether you were 
contracting, either with United States contractors or civilian con- 
tractors, for services formerly performed by employees on the payroll. 

Mr. Herner. No. There are times in our administration when we 
find it is cheaper to contract for services such as window washing, 
street cleaning, painting, and so forth. 

Mr. Brownson. We do not condemn the practice, but in order to be 
sound about the thing, what we ought to have is the personnel as of a 
certain date and the contract personnel as of the same date, in order 
to make the comparison. It does represent a small offsetting factor. 

Mr. L’Hevureux. You are interested in the net economy. 

Mr. Brownson. That is right. If you decide to let all your window 
washers go and contract for the service that might be a net economy, 
but you cannot say, “We let out 20 window w ashers” and consider that 
aneteconomy. Mr. Lantaff brought up that point, because we did not 
develop it when he was last here. 


STATEMENT OF FRANK HEFNER, DEPUTY EXECUTIVE DIRECTOR, 
HICOG, BONN, GERMANY 


Mr. Herner. We will get that ready. 

As to planning for Embassy status, we have in the last 2 or 3 months 
prepared a chec klist of items we will have to look into. In some cases 
we are meeting with the French and British to get a joint approach. 
In some cases we discuss it with the Germans directly. In some cases 
we discuss it with the military. 

Housing will be discussed with all elements. The French and 
British provide us with housing in their zones. They will not do that 
when occupation ends. 

There will be the transfer of an enormous amount of records and 
archives. At the present time the French hold some, the British hold 
some, and we hold some. There are the archives in connection with 
the Joint Export-Import Agency, about 40 tons, in HICOG. There 
are historical archives which the British hold in London. There are 
archives dealing with members of the former Nazi Party. 

We are holding discussions with the German Federal Republic on 
the rates they w ill wish to char ge us on transportation and on housing. 
As you know, the prices on housing are pretty well pegged now. 

We are also meeting with the Germans on customs and privileges 
they will accord our personnel here. 

On the question of imports for our staff and for the military, the 
German Federal Republic is principally interested in that, although 
we will be discussing that with the British and with the French. 

We hope to get these quest ions settled by the time sove reignty comes 

Mr. Witu1ams. What office handles requests for the re lease of Ger- 
man property that has been requisitioned ¢ 

Mr. Herner. The Office of Administration and the Office of Eco- 
nomic Affairs. In this area we have only one piece of property requi- 

citioned. We are now trying to arrange a lease for that property, and 
when we arrange a lease that piece of property will be derequisitioned. 
Recently we gave up the castle at the end of this building and also 
wing 1. We hope to give them wing 2. 

Mr. Wuutams. What are the plans for all thése buildings that are 
part of your headquarters? 
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Mr. Herner. Our plans are to move out of all the other wings and 
settle in this wing, wing 6. At the present time we are still in wings 3, 
t, and 5. 

Mr. Wirt1ams. And what use is being made of the other wings ? 

Mr. Herner. Wing 1 and the building at the end have already been 
taken over by the German Government. We had planned to turn over 
another wing, but because of the moving here of the military planning 
group we have not been able to do that. 

Mr. Wiiiiams. The experience with requisitioning in this area has 
not been the same as in the areas where we have military concentra- 
tions ? 

Mr, Herner. Not the same. 

Mr. Wrertams. And that will proceed at a slower pace? That is, 
lerequisitioning will proceed at a slower pace? 

Mr. Herner. It will unless the military can get the German Gov- 
ernment to speed up its building program. 

Mr. Wir.1ams. Requisitioning will continue after sovereignty, I 
suppose ? 

Mr. Herner. There is a proviso that it shall continue for at least 6 
months after sovereignty so that new arrangements can be made. 

Mr. Brownson. There will be no new requisitions ? 

Mr. Herner. There will be no new requisitions. And even in Ber- 
lin it is hoped, through the building program, to do an accelerated 
derequisitioning 

Mr. Brownson. What is your current relationship with FBO? 

Mr. Herner. FBO has a regional headquarters here, about six 
American personnel. They are doing the construction of the 
consulate. 

Mr. Brownson. That is where the America Houses were elimi- 
nated ? 

Mr. Herner. Yes. We did not develop that, because we understood 
you would take that up later. 

Mr. Brownson. Yes. 

Mr. Wir1u1ams. Who could give us the picture on the proposal to 
return German assets held by us in the States? 

Mr. Hrrner. Jack Tuthill, in the Office of Economic Affairs. 

Mr. Brownson. We were in Wiesbaden yesterday and the military 
took us through their very homelike club for officers and enlisted 
men, the former Ribbentrop home, which they call the Eagle Club. 
They speak of that as property that was confiscated because of the 
ownership. What happens to that? 

Mr. Hrerner. Confiscated property will be returned, eventually, to 
the German Federal Republic, but will not need to be returned as fast 
as requisitioned property. We are in a confiscated piece of property 
in Munich. We do not plan to turn that over as fast as requisitioned 
property. 

Mr. Brownson. Will we pay rents to the German Federal Govern- 
ment on that confiscated property ? 

Mr. Herner. I think we are paying a very nominal sum on con- 
fiseated property. 

Mr. Brownson. Any questions? Mr. Meader? 

Mr. Mraprer. Mr. Hefner, you mentioned a checklist and the steps 
to be taken in this transition period. 

55984—55——15 
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Mr. Herner. Yes. This is a checklist of administrative problems 
to be faced upon end of occupation status. There are checklists in 
the other offices also. 

Mr. Mraver. I wonder if we could have a set of those checklists? 

Mr. Herner. Yes. 

(The following document was submitted by the witness, exhibit 
48 :) ; 

ExutsBit 48 


OFFICE OF THE UNITED STATES HIGH 
COMMISSIONER FOR GERMANY, 
Nove mber 30, 1954. 


CHECKLIST OF ADMINISTRATIVE ProsLeMs To Be Facep Upon Enp or Occupation 
STATUS 
With Army 
1. Import of gasoline and pegging of gasoline at Army prices. 
2. Use of European exchange system and quartermaster stations by HICOG 
personnel. 
3. Use of duty rail tickets, military freight warrants, and military rail trans- 
portation offices. 
4. Use of Army medical facilities by HICOG employees. 
5. Expansion of procedures for maintenance and repair, payment of rents and 
utilities, and furnishings on leased property. 
6. Use of military payment certificates (script) by HICOG employees. 
7. Logistic support given to accredited private agencies. 
8. Transfer of certain OMGUS files to permanent possession by HICOG. 
%. Liquidation of military screening team assigned to HICOG. 
10. Use of APO privileges for official and personal mail 
11. Use of telephone and telegraph circuits. 
12. Operation of dependents school. 
13. Use of PX’s throughout zone by HICOG personnel (reciprocity by British). 
14. Availability of Army “community services” type installations to HICOG 
employees. 
15. Access to and from Berlin by motor vehicle. 
With German Federal Republic 
1. Import of gasoline. 
2. Adherence to German vehicle and traffic regulations. 
3. Registration of vehicles (official and private). 
4. Operation of HICOG filling station. 
5. Insurance on vehicles (official and private). 
6. System of licensing drivers (official and private). 
7. Preferential rates on railroads. 
8S. Use of military freight warrants 
%. Establishment of diplomatic titles. 
10. Exemption of nondiplomatic United States citizen employees from German 
law and immunity from German legal process. 
1. Status of non-German local employees re social-security and tax deductions. 
2. Use of auxiliary police at Mehlem and Plittersdorf. 
}. Exemption of United States employees from German taxes. 
4. Negotiation of leases on requisitioned property (billets). 
15. Movable property to be returned to Federal Republic, bought, or rented. 
16. Status of two housing projects for Germans, 
17. Occupation costs requirements and expenditures for Berlin. 
18. Use of military payment certificates (scrip) by HICOG employees. 
19. Logistic support given to accredited private agencies. 
20. Return to Federal Republic of all seized or captured documents. 
1. Preferential rates on official and private telephones. 
22. Use of APO privileges for official and personal mail. 
23. Use of telephone and telegraph circuits. 
24. Use of services and personnel from Deutsche Post. 
25. Payment to Deutsche Post for mail on monthly or quarterly basis. 
26. Operation of commissary. 
27. Import of foods from United States for sale in commissary. 
28. Operation of sales store. 
29. System of import licenses. 
30. Status of American Club. 
31. Use of club by non-Americans. 
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32. Operation of movie theater in conjunction with British (tax-free tickets). 
33. Discontinuance of deductions from salaries of occupation-cost employees for 
court awards. 


With other missions, i. e., British and French 
1. Preferential rates on railroads, 
2. Use of military freight warrants. 
3. Logistic support given to accredited private agencies. 
4. Jointly administered records with British and French. 
5. Disposition of multipartite archives. 
Return to Federal Republic of all seized or captured documents, 
Reciprocal use of telecommunications, courier, and mail service by British, 
French, and United States (support of isolated elements). 
Internal United States HICOG 
1. Gasoline price. 
2. Operation of HICOG filling station. 
3. Insurance on vehicles (official and private) 
4. System of licensing drivers (official and private). 
>. Metrod of adjudicating vehicle accident claims. 
6. Acceptance and payment of bills from carriers for transportation of things 
and persons, 
Establishment of diplomatic titles. 
8. Designation of officers on diplomatic list. 
9. Language training provided employees. 
10. Phasedown of personnel due to discontinuance of occupation functions and 
establishment of revised staffing patterns. 
1. Administrative support given United States staffs of Boards and Commissions. 
2. Conformance of personnel operations with worldwide practices. 
}. Delegations of authority to Personnel, Management and Budget, General 
Services, etc. 
14. Administration of one set of standards for Foreign Service locals. 
15. Reclassification of positions as a result of embassy status. 
16. Negotiation of leases on requisitioned property (billets). 
17. Set up procedures for maintenance and repair, payment of rents, and utilities, 
and furnishings on leased property. 
18. Movable property to be returned to Federal Republic, bought, or rented 
19. Expansion of procurement in Germany for Department and attached units 
throughout Europe. 
20. Status of two housing projects for Germans. 
21. Occupation costs requirements and expenditures. 
22. Budgeting done by HICOG rather than Department. 
23. Use of Military Payment Certificates (scrip) by HICOG employees. 
24. Control of United States salaries at HICOG rather than at Department 
level, 
25. Centralization of responsibility for administration of bonds. 
26. Use of external audit located at Mehlem. 
27. Centralization of fiscal activities in headquarters. 
28. Logistic support given to accredited private agencies. 
29, Operation of HICOG telephone system. 
30. Bring communications into normal Foreign Service pattern. 
Curtailment of leased circuits. 
HICOG official mail now paid from occupation costs funds. 
Long-distance calls in Germany now paid from occupation costs funds 
Purchase of articles from European exchange system for sale in sales store 
Rationing of cigarettes. 
36. Rationing of coffee and tea. 
Purchase of coal. 


~t ie CO 1D 


ee Meaper. And I also wonder if you do not keep a breakdown, 
according to your organizational structure, of the present pe srsonne] 
in each division and the level of personnel after these transitions have 
been completed that you can furnish to the committee ? 

Mr. Herner. Yes. Wehavea monthly personnel report by agencies, 
by units within the High Commissioner’s Office, and whether they 
are occupation costs or dollars. ' 

Mr. Brownson. We will ask Mr. Mountain to get some information 
for the record such as you have suggested, and also fiscal information 
over and above that which has been brought out in the hearing this 
morning. 
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Mr. Mraper. I assume since you furnish administrative support 
for these othe r iwenciles that vou mentioned Treasury, GAQ, and 
so forth—that vou have similar figures for those agencies of the 
personnel, and so forth ? 

Mr. Herner. Yes, sir; they are also included here. 


1 


(The following documents were submitted by the witness—Exhibits 
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TABLE II-A.—GOA authorization and actual stre¢ noth by organizational units 
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TaBLe II-A.—GOA authorization and actual strength by organizational units— 
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TABLE II-B USIA authorization and actual strength by organizational units— 
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TABLE II-B.—USIA authorization and actual strength by organization units— 
i Y 
Continued 
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TABLE II-C.—FOA authorization and actual strength by organizational units 
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TABLE III Reconci of HICOG payroll with personnel records 
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Mr. Mraper. I would like to ask Mr. L’] 


USIA 


USIA 


1,673 


4 
1,84 


very 


rotal 


What 


1lOns 


that 
and 


has been the effect of Reorgani: on Plans 7 and 8 on your operat 
here in HICOG ? 

Mr. L/Hi UREUX. I do not <1 }u how to answel lat except 
we havea very closely integ 1op here, so even tho oh FOA 
USIS are act g as separate agencies tl ey are homoge neous and Dr. 
Conant is the boss, and thert is been no friction at all. 
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Mr. Mraper. Have there been any instances, even though they may 
be minor, of differences in pay or perquisites as between the State 
a operation and USLA, FOA, or any of these other agencies 
such as Treasury. Agriculture, Justice, and so forth ¢ 

Mr. L’Hevrevx (to Mr. Hefner). Do you know of any? 

Mr. Herner. No, not on pay. So far as transportation is con- 
cerned, there is one pool. On housing there is one set of rules. On 
home leave there is one set of rules. On language training we have 
had three sets of rules, and we are now trying to get some agreement 
on that. That would be only minor. 

Mr. Mraprer. By the way, have there bee n any changes in the per- 
sonnel subsequent to the etfective date of Reorganization Plans 7 and 
S¢ In other words, do you have the same information peop le and 
” es aid peop yle as you had prior the reto ¢ 

.L’Hevrevux. Michael Harris, head of FOA, resioned 6 months 
amo, ae Mr. Tuthill, his Sepaty, Was recently appointed Director. 
So there has been no essential change. 

In Public Affairs there has been quite a turnover in the topmen. 
Mr. Boerner. who was the Director here, left last summer and was 
replaced by Mr. Phillips, who was in the Department of State and 
has now been sworn in as a foreign officer, class 1. 

So that while there have been changes in individuals, there has been 
ho change so far as their thinking is concerned. 

Mr. Herner. It isa little hard for us to answer that question because 
we have been operating under 10062, which gave the High Commis 
sioner supreme authority over all the responsibilities of the United 
States Government. When sovere ignty begins that Executive order 
will be replaced by another one, and then we might have different 
answers. 

Mr. Meaper. So you have a unique situation in Germany that does 
not exist in other countries. In effect that Executive order supe -rsedes 
any division that might arise because of these reorganization plans. 

Just one other question, Mr. L’Heureux: Do you care to offer this 
committee any comment on the Wriston report ¢ 

Mr. Brownson. That is coming up later, Mr. Meader. 

Mr. Mraper. Will Mr. L’Heureux be here? 

Mr. Brownson. Yes, we specifically want his opinion on that. 

Mr. Meaper. That is all. 

(Thereupon, at 10:50 a. m., the administrative briefing was con- 


cluded.) 








INTERNATIONAL OPERATIONS OF THE UNITED STATES 
GOVERNMENT IN FRANCE, SPAIN, AND GERMANY 
(RIAS Briefing, Bonn, Germany) 


TUESDAY, NOVEMBER 30, 1954 


House or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Bonn, Germany. 

The subcommittee met at 11 a. m. in the conference room, head- 
quarters of the United States High Commissioner for Germany, for 
a RLIAS briefing, Hon. Charles B. Brownson (chairman) presiding. 

Committee members present: Representatives Charles B. Brownson 
(chairman), George Meader, and Harrison A. Williams, Jr. 

Committee staff present: Maurice J. Mountain, staff director; Ar- 
thur Perlman, staff investigator; and Wallace Parks, staff member. 

Also present ° Lt. Col. Gerald Jorgensen, Air Force escort officer. 

RIAS representatives present: Joseph B. Phillips, Director, Office 
of Public Affairs; Jack C. McDermott, Deputy Director, Office of 
Public Affairs; Sanford S. Marlowe, Deputy General Manager, Office 
of Public Affairs: and Edmund Schechter, Chief, Radio Division, 
Office of Public Affairs. 

Mr. Brownson. Will you describe RIAS for us? 

Mr. Puiuurps. I have a short background statement of how RIAS 
was organized, 

Mr. Brownson. Would you like to open the hearing by reading 
that ? 


STATEMENT OF JOSEPH B. PHILLIPS, DIRECTOR, OFFICE OF PUBLIC 
AFFAIRS, HICOG; ACCOMPANIED BY SANFORD S. MARLOWE, 
DEPUTY GENERAL MANAGER, OFFICE OF PUBLIC AFFAIRS, 
HICOG; AND EDMUND SCHECHTER, CHIEF, RADIO DIVISION, 
OFFICE OF PUBLIC AFFAIRS, HICOG, BONN, GERMANY 


Mr. Putmurs. Yes. This is a brief history of the background of 
RIAS. 

RLAS (radio in American sector in Berlin) was organized in the 
fall of 1945. Originally it was conceived more as a pressure point 
on the Russians with a view to inducing them to let us share the use 
of the original Radio Berlin which was taken over by the Russians 
when they moved into Berlin in the spring of 1945, 3 months before 
the Americans did. 


929 
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When the Russians continued to build up Radio Berlin as a Com- 
munist station, refusing to share its facilities with the other occupa- 
tion powers, RILAS went on the air in February 1946. 

As relations with the ernene eeewonens RIAS was progressively 
built up. It first used only ired wireless (Drahtfunk), then a 1- 
and ; cilowatt transmitter, and later installed a 20- and eventually 
ut 100. bil ameads transmitter. 

In the beginning, RLAS broadcast only a few hours in the evening, 
and expanded its broadcasts when the necessity for an American 
n strategic Berlin became more and more apparent. Lhe first 
bio test for RLAS, whe t acquired its present standing with the 
Ber] and East Germai population, was nuns the Berlin blockade 
of 1948, when it proved to be invaluable su pplying o” news and in 
formation, and maintaining the morale of tha beleaguered city. 

RLEAS today broadcasts out o f Berlin on a 300-kilowatt transmitter, 
over a 40-kilowatt transmitter out of Hof; _ $14, hours daily over 
VQOA’s |.000-kilowatt iongwave station ( ADL I 1 Munie h. 

Mr. Brownson. This committee’s interest in it AS was sparked by 
our visit to Berlin the other day. We have no particular ax to erind 
one way or another. Our sue cular interest in RIAS and USIA 
comes not so much from the stan dpoin t of police) v. which comes within 
the purview of others, but in  alitiates with our mandate to examine 
operations abroad from the standpoints of economy) and efficiency. 

One of the first questions I would like to ask you about is the overall 

udget for RLAS Berlin for fiscal year 1955 and a comparison of that 
budget with the budget for fiscal year 1954 and previous budgets. 

Mr. Pureures. We have a chart showing that. 

Mr. Brownson. When you explain the chart, will you please bea 
n mi mt that the chart as reproduced in the hearings will not be in 
color, so if you will, use the full description instead of color. 

Mr. P HiLLirs. This chart shows the changes, which is a general 
decline in the budget. 

Mr. Martowe. ‘These figures were given to Mr. Perlman yesterday. 
The chart goes back to fiscal year 1952. The first bar in each case 
shows the obligations, and the second bar the authorized strength. 
You will note the obligations drop from 34,015,246 in fiscal year 1952 
to $3,495,593 in fiscal year 1953, $3,032,736 in fiscal year 1954, and 
$2,822,696 in fiscal year 1955. 

Mr. Brownson. That is the money in appropriated funds? 

Mr. Mariowe. That is right. 

Mr. Brownson. It was our understanding when we were in Berlin 
that RLAS expects to take in about $500,000 in 1955 from the sale 
of advertising in the Berlin area. 

Mr. Marztowe. That was in fiscal 1954. 

Mr. Brownson. Was there income of that nature in 1952 and 1953 
ilso, which should be subtracted from the obligated funds? 

Mr. Martower. Yes. 

ag Brownson. We recognize that while that money goes back to 

» ‘Treasury, in one sense of the word it represents an offsetting 
mount which reduces the overall operating cost. 

Mr. Martowr. We will furnish those figures. 

( The f following statement of RLAS income for fiscal vears 195] to 
1954, inclusive, and July—November of fiscal year 1935, was submitted. 
Exhibit No. 51:) 
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ExuHiptr 51 


RIAS income 


Fiscal year: | Fiscal year—Continued 
1951 $430, SS1 L954 $572, 977 
1952 110, S52 1955 (July-November ) 215, 738 
1953 100, GO4 


Mr. Marntowe. On the employee side RLAS had 724 locals and 8 


Americans in fiscal vear 1952. In fiscal year 1953 it had 602 locals 
and ) Americans. In fiscal year 1954 it had 509 locals and 7 Ameri 
cans. And although this shows 8 Americans in fiseal year 1955, there 


is no intention to fill more than 7 of those positions, al d we have kept 
constant with the locals at 509, 
Mr. BROWNSON. | ask uhnabnimous consent that the table contain og 
the figures shown in the chart be included in the record at this point. 
(‘The table referred to is as follows: 


EXHIBIT 52 


RI IN operations including Hof) 


Au I 
TT 
] \ 
ed 1 1 
Q ‘ ¢ ¢ LO ] 
Fiscal ye 1952.... . 04 20 $4, O15, 24¢ 
Fiscal vear 195: ) & 2 4 } 
F al year 1954 7 490 ’ 3, 032, 736 
Fiscal year 1955 § 44 69€ 


Mr. Brownson. As I understand, the RIAS overall budget is 
broken down, among other things, into salaries, administrative ex- 
penses, and program expenses / 

Mr. Mariowr. That is correct. 

Mr. Brownson. We would like to have that breakdown for fiscal 
vears 1952, 1953, 1954, and 1955. 

Mr. Martowe. That will be supplied. 

(The following breakdown of RIAS budget for fiscal years 1952, 
1953, 1954, and 1955 was supplied, exhibit 53 :) 





EXHIBIT 53 
laric . ( 
X pe t 

Fiscal year 1952 RR OO 0, OOK 2 6 4 O15, 24¢ 
Fiscal vear 1953 1.0 692 000 2. 207, 901 3,495. 593 
Fiseal year 1954 1, ( y2 122, 2 1, 838, 61 3, 032, 73€ 
Fiscal year 195 1, 125, 69€ 126, 000 571, 000 2, 822, HOF 

1 Increase in salaries due to revision of Berlin w hedul 


Mr. Brownson. Do you feel that the gradual reduction of the over- 
all expenses in budgeted obligated funds for RIAS has in any way 
interfered with the RIAS operation ? 


55984—55 16 
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Mr. Puucures. I do not think so. I think the only reduction we 
have made that has had a direct effect on the program was a reduc- 
tion in the musical cost of the program, but on the whole I think RIAS 
has been able to go through a gradual reduction in expenses without 
hurting its effectiveness. 

Mr. Brownson. By a reduction in the musical cost you mean less 
live music? 

Mr. Putiiips. No. Music is still about 40 percent of the program, 
but we use 1 orchestra instead of 2. 

Mr. Meaper. Is that orchestra included in the 509, or is it contracted 
outside ? 

Mr. Priuips. It is contracted outside. 

Mr. Meaper. How many other contractors do you have? 

Mr. Purures. I do not know. This would include commentators, 
and so forth. 

Mr. Screcutrer. We employ actors, scriptwriters, and so forth, but 
some are only emploved once or twice a year. 

Mr. Brownson. That is included under your program expenses in 
your budget ? 

Mr. Scuecuter. Yes. 

Mr. Meaver. What do the 509 Germans do? Do you have a break- 
down of that ? 

Mr. Priturpes. Yes,sir. I have a complete breakdown of what their 
jobs are in categories and individual jobs for 1954, 1955, and 1956. I 
could put that in the record. 

Mr. Brownson. I ask unanimous consent that it be placed in the 
record at this point. 

(The documents referred to are as follows—exhibits 54A and 54B:) 
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Mr. Putas. For 1955, administration 87; technical department 
116; public relations department 15; political department 85; and 
program department 179 [That is 8 Americans and 482 locals in 
Berlin; and in Bonn, all locals, 6 engineers and 2 correspondents; and 
18 local engineers in Hof. 

Mr. Brownson. Then in addition you do contract for talent? 

Mr. Puiturps. Yes: we do. 

Mr. Brownson. Writers as well as performers ? 

Mr. Pussies. More performers than writers. 

Mr. BROWNSON. Do you also use recorded music ¢ 

Mr. Puiuures. Yes. 

Mr. Brownson. Recordings of United States symphony, and so 
forth ? 

Mr. Putuips. Yes. We have a large music library. 

Mr. Brownson. Out of your overall RIAS-Berlin budget, I under- 
stand there is earmarked for RLAS-Hof $69,214 for the last fiscal year? 

Mr. Puitures. That is right. 

Mr. Brownson. Of which 834.214 is earmarked for salaries and 
$35,000 for maintenance and other costs ? 

Mr. Puuiures. Yes. 

Mr. Martowe. The $35,000 is almost entirely for power. 

Mr. Brownson. RIAS-Ilof does not originate any programs? 

Mr. Puuiturres. No. It is a transmitter. 

Mr. Brownson. Programs are wired into RILAS-Hof from RIAS- 
Berlin ? 

Mr. Puituips. Yes. 

Mr. Brownson. And then transmitted over its facilities to the Soviet 
zone ¢ 

Mr. Puituies. Yes. 

Mr. Brownson. Is RIAS intended to cover any parts of Germany 
other than Berlin and the Soviet zone? 

Mr. Purixiies. No; just West and East Berlin and East Germany, 
although there is an interchange of programs with stations in Western 
Germany. 

Mr. Brownson. I notice RLAS is listed on all the dials of the radio 
sets. 

Mr. Scuecuter. Yes. It lias a considerable audience in West Ger- 
many too, 

Mr. Brownson. Is that powel directional ? 

Mr. Scnecuter. Yes, to the East. 

Mr. Brownson. You have that described here more or less as a circle. 

Mr. McDermorr. The spill-over occurs in the northern part of West 
Germany in the Hamburg area. From Munich it also catches a part 
f west Czechoslovakia, where a lot of German is spoken. 

(The chart referred to is as follows, exhibit 55:) 
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EXHIBIT 55 


ALAS 
A FREE VOICE OF THE FREC WORLD 


BROADCASTING 24 HOURS DAILY 











946 OPERATIONS OF U. S. IN FRANCE, SPAIN, AND GERMANY 


Mr. Brownson. Is there any duplie: ation of effort between RIAS- 
Berlin, Radio Free Kurope, and the Voice of America ‘ 

Mr. Puiures. No. The Voice of America’s broadcasts in the Ger- 
man language portray the United States and its policies as seen from 
Washington; Radio Free Europe specializes in broadcasting to the 
satellite countries in the satellite languages; it does not broadcast in 
German. 

Mr. Brownson. Do you have any coordination of your activities 
among the three units / 

Mr. Puimurres. Only in the sense of the general policy direction. 
RIAS in general takes its policy direction from us. We, of course, 
are aware of the selaey direction given the Voice of America in 
Munich, but we have no direct policy guidance.» There is contact with 
individuals in this field, but it is not a direct policy line. 

Mr. Brownson. Are there any other German owned and operated 
radio stations in West Berlin ? 

Mr. Puiuures. Yes: there is a new station called Sender Freies 
Berlin, Radio Free Berlin, which started about 4 months ago. It 
has not as much power as RIAS. The main advantage is that it re- 
lieves RLAS of some of the functions which it was trying to fulfill as 

local station. 

Mr. Brownson. How is this German radio station financed ? 

Mr. Scuecrer. By the receiver system. Whoever owns a set pays 2 
marks a month. 

Mr. Brownson. About 50 cents a month ? 

Mr. Scurcurer. Yes. That is the way all German stations are 
financed. Ei ach station has a certain area of coverage and the people 
in that area pay to that radio station through the local German post 
office, and the post office deducts 20 percent for collecting the fees and 
the rest goes to the radio station. 

Mr. Brownson. And the radio stations are all heensed ? 

Mr. ScuecuTer. Yes. 

Mr. Brow NSON. When you buy a radio set in Germany they turn 
that information over to the post office right away ? 

Mr. Scnecuter. That is right. 

Mr. Brownson. Then the West German radio station does not at- 
tempt to sell advertising ? 

Mr. Scuecuter. Most of the radio stations have advertising periods, 
just as RIAS has, and they use the income to finance certain cultural 
activities in their area. 

Mr. Brownson. Do you feel there is any duplication of effort be- 
tween RIAS-Berlin and the West Berlin Sender Freies radio station ¢ 

Mr. Putures. I do not think so, because the Sender Freies Berlin 
is a ve weak st: ation : and can hardly be heard in greater Berlin. 

Mr. Brownson. The members of this committee do not pretend to 
be experts in the overall COSTS of operating a radio station. We would 
like comparative costs of RIAS-Berlin with other continental stations 
of similar size. I believe at the request of the staff you prepared cer- 
tall cvures whit h you may WV ant to discuss, and then I will ask unani- 
mous consent that they be included in the record. 

Mr. Pimures. For example, the total cost of the Bavarian Radio is 

{) 187.30 broadeastinge 134 hours a week: and the total cost of 


i 
t 
LAS is 82.822.696.00 broadcasting 168 hours a week. 
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Mr. Brow NSON How do the number ot employees compare ¢ 

Mr. Puiuires. RLAS has 525 and Bavarian Radio, 1,141. 

Mr. Brownson. Who operates the Bavarian Radio? 

Mr. Scurecuter. It isa corporation ot publie law, as it 1s called here. 
It was established by law of the Bavarian State Paraliament and it is 
supervised by a council provided in the law. In tlie council all strata 
of the population are represented and they elect the general manager 
of the station. 

Mr. Brownson. In other words, it is a Government-operated cor- 
poration ¢ 

Mr. Scurcurer. It is not owned by the Government. The Govern- 
ment has only 1 representative among the 26 members of the radio 
council. They are dependent on the State parliament but not the 
Federal Government. 

Mr. Brownson. In other words, it is a State-owned station ? 

Mr. McDermorr. You would say it is State licensed. 

Mr. Brownson. Who provides the basic capital ¢ 

Mr. Scuecurer. It is financed exclusively by the radio receiver fees, 
and if they need capital investment they take a loan for 5 years and 
pay it back out of the receiver fees, and the receiver fees are very 
ample and the stations are quite well provided for. 

Mr. Brownson. Off the record. 

(Discussion off the record. ) 

Mr. Brownson. What is the power of the Bavarian Radio? 

Mr. Scuecuter. 100 kilowatts. 

Mr. Brownson. One-third of the power of RIAS? 

Mr. Scurcuter. That is right. ‘Then all over the State they have 
small relay transmitters. 

Mr. McDermorr. Each of these has this network of relay trans- 
mitters. 

Mr. Wituiams. How do you account for the fact that with twice the 
number of employees and spending four times the amount of money 
as RIAS the Bavarian Radio has only about three-fourths the broad- 
casting time we do? 

Mr. Scuecurer. We are covering around the clock for political 
purposes, whereas most of the West stations go off the air about 
midnight. 

Mr. Brownson. In other words, you are broadcasting around the 
clock so that if someone wanted to listen surreptitiously at 2 o’clock 
in the morning he could listen to RLAS; whereas the Bavarian Radio 
is broadcasting more for its own people, like we do at home? 

Mr. Scuecuter. That is right. 

Mr. Martowe. The Bavarian Radio goes in for very elaborate pro- 
orams. 

Mr. Scuecuter. We succeeded in putting some of the RIAS broad- 
casts during the night over the West German stations, because they 
went off the air at midnight. We are very fortunate to have RIAS 
newscasts over these stations. 

(The table above referred to, entitled “Comparison of RIAS and 
West German Radio Stations Operating Costs” is as follows, exhibit 
56:) 
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EXHIBIT 56 


Comparison of RIAS and West German radio stations operating costs 
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Mr. Witu1ams. We found out why the Bavarian Radio spends more 
than RIAS. How do you explain this tremendous operating cost 
by the British, particularly in view of the fact their hours are less 
than ours 4 

Mr. SCHECHTER. ‘| hey over the entire British Zone , and the Britis 


network had to maintain mal \ independent studios, 
Mr. Mraprer. We do not take in anything from receiver fees ¢ 


Mr. Maritowe. No. 

Mr. Brownson. Following the line of questions of Mr. Williams, 
n the United States most of our broadcasting networks have given 
up the maintenance of their own symphonies. Is not the mainte 
nuance of a symp yhony something expected here more or less as an 
indirect subsidy to the symphony as well as a service? 

Mr. Scuecuter. That is right. These radio symphony orchestras 
have quite a hold in Germany. 

Mr. Wintirams. Do you eve 
show outside ¢ 

Mr. ScuHecuter. Yes. 

Mr. Wintirams. Other tha nterviws and things of that kind. 

Mr. Prius. We a covered President Hoover’s speeches 
ere, and we cover the Bundestag. 


Mr. Scurecutrer. We cover election campaigns and all kinds 


Ot ¢ 


ut of your studios and pick up live 


Mr. Brownson. On your musical programs do you ever record and 
broadeast opera performances from the opera houses 4 

Mr. Scnecuter. Not in opera houses. ‘The buildings are not suitable 
for broadcasts in Berlin. But quite often we do from churches. 
McDermorr. In some cases we pay a fee for the use of orches 
tras, and so forth. 
Mir. Scoecutrer. We have broadcasts from the Berlin Magistrat and 
the Bundestag. 

Mr. Brownson. How do the salaries paid to employees of RIAS 
compare with those paid to employees of other comparable stations ¢ 

Mr. Pumurs. They are comparable. They are about the same 


scale. 


Mr. Brownson. Are you able to offer the same tenure of employ- 
ment as the other stations offer their employees ¢ 
Mir. PuHuurrs. No: we are not. We cannot offer the permanency 


of employment nor the social-sec urity benefits that German organi 
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zations can. It is a problem that I do not believe has become very 
pressing. At the present time we still,have a number of high-class 
people willing to work for us at these rates, and, as a matter of fact, 
I think they “feel they are getting good training by doing so, and 
that it is good for their future. 

Mr. Brownson. What methods do you have of evaluating the im 
pact of RIAS-Berlin on East Berlin and the Soviet Zone in Germany, 
and what conclusions do you draw therefrom ¢ 

Mr. Pures. It is difficult to get exact measurements of impact 
anywhere in Eastern Europe. It is easier in East Berlin because 
thousands of people come across from East Berlin. In comparison 
with the rest of Eastern Europe, I think we keep a fairly good tab 
on what the effectiveness is in Kast Berlin and East Germany. 

Mr. Meaper. Is there anything here comparable to the Hoopen 
ratings ¢ 

Mr. Martowr. No. Each station makes a survey once every ye: 
or 2 years, but there is nothing comparable to the Hooper ratings in 
the States. 

Mr. Brownson. Are there any other charts you brought which you 
think would be of interest? 

Mr. Puitures. I think you saw the chart that had the breakdown 
of RIAS programs? 

Mr. Brownson. Yes. We discussed that at length off the record at 
the RIAS Station. 

Mr. Puiwurrs. No, sir: I do not believe I have other charts. 

Mr. Brownson. Then I would like to ask one last question: Is 
your prediction that future budgets for RIAS will be lower, the same, 

* higher than at present? You are showing a commendable trend 
In oe downward, and we are interested in knowing if it will con 
tinue at that level or if you see increased costs ahead. 

Mr. Putiiirs. May I make a statement assisted by my thinking 
from Washington? I came away from Washington with the convic 
tion that RLAS was an institution that would continue in the indefinite 
future. We feel that this station, being the only direct access to East 
Germany and a part of East Europe, it will be to our interest to 
continue it for sometime to come. 

I feel it will level off at about this present figure. I can even 
conceive of the time the total expenses might be increased if we decide 
to step up the power. There is no plan to do so at this time. 

As far as the station goes, we do not think further economies can 
be made. 

Mr. Martowe. There are some increased costs the sovereignty will 
bring to us. For instance, the rent on a requisitioned basis is 65 marks 
a month. Obviously it will be more than that under sovereignty. 
There are other costs which have been subsidized by virtue of the 
occupation. Some will increase. We do not know exactly what it 
will amount to. The land proposition involves a large number of 
owners, and with each we have to negotiate a separate lease. We think 
we probably will level off at approximately the present figure. 

Mr. Brownson. What are your prospects for so-called commercial 
revenues; will they increase or decrease ? 

Mr. Scuecuter. If we are going to continue the broadcasts I think 
the revenue will be the same or slightly higher. However, we have 
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to take into consideration the new city station. I do not think we 
could compete with a local station on the local market. Thisisa policy 
questiol that will be decided n the course of the year. 

Mr. Brownson. There is a chance the $500,000 revenue turned over 
to the Treasury may be eliminated ‘ 
Mr. ScuecuTer. Yes. 

Mr. Mraper. Your entire cost appears to be in dollars. Is any of 
that in counterpart / 

Mr. Mar.towr. Our appropriation is in dollars, and the larger part 
of our appropriation is used in buying from the Treasury the deutsche- 
marks. 

Mr. Mraper. How long will that continue? 

Mr. Martowr. For many, many years. The Treasury is the holder 
of very inany deutschemarks. | he only thing we actually use dollars 
for as dollars is salaries for American employees. 

Mr. Brownson. Could you supply for the committee a brief biog- 
raphy, including experience 1n similar lines, ol your personnel in 
the RIAS program ! 

Mr. Putiiures. Yes: we can. 

Mr. Martowe. Of the Americans or the Germans? 

Mr. brownson. The Americans and possibly one or two of the key 
German personnel. 

Mr. Mariowe. I shall get that for you this afternoon. 

(The following information was submitted for the record, exhibit 
57 :) 

EXHIBIT 57 


Gordon Atkinson Evwina, director, RIAS, Berlin (FSS-2) 
Born: November 1, 1912, in Newfane, N. Y.: married, one child 
Education: 
1930-31: Stanford University 
1931-82: Kiel University, Germany 
1932-36: Wayne University, Detroit 
1935: Bachelor of arts, history 
1936: Master of arts, English and French 
1937-358: University of Southern California; graduate study 
Experiences ° 
1935-38: Instructor in English, Wayne University, Detroit (absent one 
semester for graduate study) 
193840: Radio and theater acting, New York and New Jersey 
1940-41: Sales promotion, General Electric Co., Bridgeport, Conn. 
1941-45: United States Army, private to major, mostly in Intelligence; 
with Seventh Army headquarters 1943-45, Africa, Italy, France, Ger- 
nany ; 1945: film, theater and music officer for western district; Infor- 
mation Control Command 
1946-47: News editor, Business Week magazine, New York City 
1947: Managing editor, 47 magazine, New York City 
1947-48: Free-lance script writing for radio, New York City 
1948-49: Political Information Branch, Information Services Division, 
OMGUS, Berlin 
1949-51: Assistant editor, Die Neue Zeitung, Berlin 
1951-55: Political officer, then Deputy Director, RLAS, Berlin 
December 1953: Director, RIAS, Berlin 
Speaks, reads, writes, and understands German fluently: speaks French fairly, 
understands well, reads fluently 





= 
ee 
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Robert B. Ehrman, deputy director and program chief, RIAS, Berlin (FSS-2) 
Born: April 22, 1911, in New York, N. Y.; married; wife and 2 daughters in 
Germany, 1 son in United States. 
Education: 
1933: Bachelor of science, University of Virginia 
1947: Master of arts, Columbia University 
Expe! ences: 

193441: Instructor in radio, German drama, et (inter ; I 
versity of Virginia extension division, University of Richmond, Fish 
burne Military School, Federal Relief Administration 

1956-49: Free-lance public relations, writing, producing, ete., activity 
included: National Education Association, series of 13-week dramatiza 
tions of sceho problems, national distribution by recording; United 
States Marine Band, production of 52 transcriptions for more than 1,000 
radio stations; Harwood Martin Advertising Agency, writing and yp 


mittently) Uni 

















, duction; American Red Cross, part-time writing and production; Rich 
mond Council on Adult Education, executive secretary; Richmond Pub 
ic Forum, publicity director; International House, film and entertain 
ent work 
‘ s July 1987-40: Radio station WRTD, Richmond Times-Dispatch, alter 
nately program, Contunulty and publi relations directo! coordina 
of radio and newspaper activities 
July 1940-leb1 ry 1942: Federal writers project, Richmond, Va., assist 
int State supervisor, Columbia Broadcasting System, Washington, D. C 
e produce tol 
May 1943-April 1945: Batten, Barton, Durstine & Osborn, Washingt 
I). advert gag Cy producer-representative 
Ma 1)47-—April 1948: FM radio station WCFM, Washington, D. C., pro 
slat d re 
1947-49: Robert S. Allen, production and editorial assistant (author, news 
writer, columnist, and commentator 
June 1948S—September 1949: Evening Star Broadeasting Co., Washington, 
LD. ¢ coordinat id dit tor 
September 1949-August 1953: Department of tate, September 1949 
rch 1951, regional publie affairs officer, USIS, British East Africa; 
M h 1951—June 1952, consul and public affairs officer, USIS, Bombay, 
India; June 1952-August 1953, policy and planning adviser, Office of 
Policy and Plans, ILA, Washington, D. C 
August 1953 United States | rmation Agency, Chief, South Asian 
Branch, NEA Section, Office of 1 nd Pr \ lil n, D. ¢ 
\ x Chief, NEA Section, O Policy d Programs, Washingt 
lL. ¢ July 1954 deputy re d pi i ‘ RLAS, Office 
; P e Affair it h, German) 
Knowledge of French: fair; German: fair to well. 
Halbert T. Cupps, radio engineer, RIAS, Berlin (FSS 
Bor January 4, 1916, Butler, Pa.; divorced ; two children (son and daughte! 
e in United States 
: Education 1934 high-school gradu 
Experience 
1938: Western Electric Co., central telephone office automatic exchange 
installations 


1939-40: American Rolling Mill Co., personnel department 
1940-42: American Airlines, communications technician (acting chief 
engineer, Cleveland ) 
1942-483: United Broadeasting Co., broadcasting engineer 
1948-45: General Motors Corp., plant engineering supervisor 
145 : Department of State; 1945-48, assignments in Hawaii; 1948 51, 
Munich; 1951-53, Vienna; 1953-July 1953, Bonn; July 1953- , RIAS, 
serlin 
Understands German well; speaking knowledge; fair. 


ae vases dail 


55984—55 17 


ee 
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~~! 


Alexandcr Hartel, radio information spectalist, RIAS, Berlin (FSS-5) 
Born: May 12, 1911, New York City, N. Y.; single, no dependents. 
Education 

School of Journalism, Columbia University, New York City 

34-35: College of the City of New York, New School for Social Research, 

New York (ity 

1941-42: American University, Washington, D. C. 





July 1937—-June 1938: Editorial assistant for foreign affairs, New York 
ost, Ne York 

September 1938-40: New York State Department of Labor, Albany, N. Y. 

\} 1941—May 1942: Correspondence clerk, Adj nt General’s Office, 
War Department, Washington, D. ¢ 


Mav 1942—April 1945: Spe exal er (CAF-—5), officer of postal censor- 
War Denar eht NI I hls 
\] $—October 1947: Chie f examination, c cens hip (OMGUS), 
\F_9. Offenba iB ’ 
O r 1947—April 19 Information control officer, Kassel, Germany 
MGUS, CAF—0 
1o48—Feh M52 ( ef propag ia ana sis, Radio Section, 
PAD, Bei (FSS—5 
July 1952—June 1953: Pre 1 and evaluation officer (USIS, Pusan, 
Kore PSS-5 


J 1953-October 195: P ; review officer (VAD), Vienna, Austria 
nuaryv 1954 Rad nformation specialist, RIAS, Berlin 


German and Spanish: Knowledge in speaking, reading, writing, and under- 


Ernest G. Land, radio information specialist, RIAS, Berlin (FSS-7) 
Born: May 17, 1911, Vienna, Austria; naturalization: 1945; married; no 








( ‘ 
Edu ) 
Ui hool, Bade Aust i 
Lei ! r college, I dictine Convent, St. Paul, 
\ I i z hi ‘ lf 
Unive of Vieni rermal ic, philosophy, law is doctor, Univer 
vy of Viel i (1s 
Exp 
936-35 Austrian Courts: Legal assistant to the judg 
1941-42: Correspondent, Fenchurch Export Corp., New York, N. Y. 
1942—45 :United States Office of War Information: Multilingual monitor; 
chief (supervis ) M 1 I'ren control editor and 
son ntrol editor NB( l 
16-47: Voice of Amel Chief, Audience Mail Section, listener, Rel. 


948-5 United States Department of Justice, Overseas Branch, Munich: 
M H0-September 51: OLCWB, HICOG, Stuttgart, radio officer 
eptemb 1951—February 1953: Radio officer, first OLCB, then AmConGen, 


February 1953-May 1954: Press and radio officer, PUB field office, Munich 
lay 1954—: Radio officer, RIAS, Berlin 


Ge an and French, prefect 





It Speaking, read and understanding, fair 
Spanisl Reading and understanding, fair 


Ronald Ronin Rim, radio officer, RIAS, Berlin (FSR-4) 
Born: February 2, 1912, in Mielnica, Poland; naturalized July 13, 1944; mar- 
ried, one child 
Education 
Lycee Real Orthodox in Cernauti, Rumania, 8 years 
1937 B. A. Conservatory of Music, Florence, Italy 
International Conservatory, Paris, 1 year 
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OO 


Experiences 


1939-42: New York Opera Co., singer and actor 

1942—43 : Office of War Information, New York, announcer WAE 

1943-48: Producer Office of War Information, GS—12 

1948-52: Executive producer, International Broadcasting Department, 
Department of State, GS-13 

December 1952-54: Radio office rrieste, FSR-4 


November 1956 : Radio officer, RIAS, Berlin 


Language 


German, Italian, French, excellent; Spanish, Russian, Rumanian, Polish 





Parkersbu I School, Parl cw. ¥a 
Ss hers Colle Fai t, W. \ 
37: Mou n St 1} ( Colleg \ s nly) 
riences 
J 1) r 194 es L. I y, attorney at law, Parkersbur 


Al 

I ( ae bledsve & h rl at w, Sal 
Ir CO 

pull I! \ l ’ Hox \ ainck Gores { I sa LW ay ve! 

\ i940—-April 1951: M enth yrney at law, San Francisco 
( { 


ate 
Frankfurt, secretary 


’tUB: DCA, Bonn, secretar 











Bberhard H. S iet program director, RIAS, Berlin 

Bol J LO 11, at Frankfurt/M Germany ) 

SI ed ia 1 | ul i ( t es ol ral I a be n 
AS al y { I sm beg il 4 | rked rious Eure n « 
tries as commer Ll assistant and language it tor il 1938 Irom Septem 
ber 1938S in Great Britain as refugee, with v rk as comm tator and unit head in 
German section of BBC European service until August 1947. Thereafter pro- 
gram dire f German radio network NWDR in Hamburg until 1949 Since 
1940 RIAs eSsive head of Bonn office, Chief of Political Department, 
and 1 directo berlin 
Rola ell L r Chie Politic Departme RIAS, B uit 

bor June 1917, in Berlin, Germany 

du ed ph hy, \ \ nd late n law ( t 
University of Berlit Following 1940-45 military se e, worked in 1946 as 
scienti ssistaunt for ins ute ft Economic Sta m Lie m 1947 ) 
as free-l ce l I Berlin new ipers nad yx aicals ih 40) 
pol 1 to RIAS political ed ! r East Ze 1 Dep 
Chief of Political Lx int I In 1955 be of RIAS Bon 
in 1954 ¢ ef of RIAS Politi Ld nent in Berlin 
Herbert Kundler, Chief of Cultural Department, RIAS, Berlin 

Born: November 5, 1926, at Dusseldorf 

Completed education in iw, economics, and sociology in 1949 after studies 
at universities of Berlin, Heidelberg, and Frankfurt Added courses in political 
science and governmental affairs at Harvard in 1950-51. Worked as commercial 
assistant, as free-lance journalist (Horzont, Time), and as radio report 


(Hessian radio and RIAS) before assuming full appointment at RIAS in 1952 
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is edit f iniversit rr 3 W is ant to the program director before 


oO Chief of ¢ ral Programs at RIAS in 1954. 


dD WW faa? ( éler, C] f of 1 c Department, RIAS, Berlin 





I I I ’ 14 n be eT ’ 
] ted it hysi« cience 1 music at University of Berlin, doctorate 
1037 Stioudis ad ! ’ is oe ervatories Worked in 
i ent hf l engine r the German A Force from 1937-45. 
! 1-49 worked fret Ce] Cl for newspapers and RIAS. Since 
1947 it Ber \ le f Mus n field of : istics and record 
i R pointme to RIAS in 1949 Chief of Serious 
\ f ed b osit " ( ef and Chief of M Department. 
i Vy pP } echnic ) RIAS. B lin 
Bb Nove ver 24, 1905, at Lel Germany (now Polish occupied). 
ned ele ‘ i ARG and Be School for Elee 
il I eers throug 1926 Worked as assembly engineer at Siemens & 
i 1 32, ther oy il engineer in struction work for the 
( p IR ul 1) rhereafte pent a vear with Radio Berli 
y , } y ¢ RIA M46 chit eng e! nd later 
directs t ‘ 
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vel I > | ot ft I } OO \% 
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\f 
| l DEI | I ~ t¢ ( h (7e] vy ¢ 
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\Iy ‘i \DEI Cher none Berlin ? 


Mr. Scnecuter. Yes. It was started by the big British Zone cor- 
poration, al | the rest of Gr rmany was col nected in November. There 
re 60,000 licensed television sets in Grermany. 

Mr. Mraprer. Is there any indication RIAS may go into TV? 

Mr. Puuurrs. I do not think so. 

Mr. Scurecutrer. It would be too much of an investment. 

Mr. Brownson. From our visit in East Berlin I would say the 
prospects of owning TV sets would be very slight. ; 


{ Phereupon the RIAS briefing was concluded at 11:40 a. m.) 


( I tee, of course, Was in no position to evaluate the operations of RIAS 
I tl Congress the committee will be position to continue 
ts st ; f RIAS from the stand; ts of nomy and efficiency nd make comparisons 





INTERNATIONAL OPERATIONS OF THE UNITED STATES 
GOVERNMENT IN FRANCE, SPAIN, AND GERMANY 
(USIS Briefing, Bonn, Germany) 


TUESDAY, NOVEMBER 30, 1954 


House or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Bonn, Ge rmany, 

The subcommittee met at 11:45 a. m. in the conference room, head 
quarters of the United States High Commissioner for Germany, for 
a briefing and questions regarding USIS, the Honorable Charles B. 
Brownson (chairman) presiding. 

Committee members present: Representatives Charles B. Brown- 
son (chairman), George Meader, and Harrison A, Williams, Jr. 

Committee staff present: Maurice J. Mountain, staff director; Ar 
thur Perlman, staff investigator; and Wallace Parks, staff member. 

Also present: Lt. Col. Gerald Jorgenson, Air Force escort. officer. 

USIS (United States Information Services) representatives pres- 
ent: Joseph B. Phillips, Director, Office of Public Affairs; Jack C. 
McDermott, Deputy Director, Office of Public Affairs; Sanford 8. 
Marlowe, Deputy General Manager, Office of Public Affairs; and 
Kdmund Schechter, Chief, Radio Division, Office of Public Affairs. 

Mr. Bownson. We are just about on schedule. 

I would like a brief discussion of USIS activities, and if Reorgani 
zation Plan No. 8 has had any effect on your operations, you might 
2o into that. 


FURTHER STATEMENT OF JOSEPH B. PHILLIPS, DIRECTOR, OFFICE 
OF PUBLIC AFFAIRS, HICOG; ACCOMPANIED BY SANFORD S. 
MARLOWE, DEPUTY GENERAL MANAGER, OFFICE OF PUBLIC 
AFFAIRS; AND JACK C. McDERMOTT, DEPUTY DIRECTOR, OFFICE 
OF PUBLIC AFFAIRS, HICOG, BONN, GERMANY 


Mr. Puiures. Reorganization Plan No. 8 has had almost no effect 
on our operations. This has always been an integrated operation 
under the High Commissioner, with the Office of Public Affairs very 
well integrated here and in the consulates. 

1 have not been aware of any except minor problems in that connec- 
tion so far. We may have a problem in connection with the diplo- 


255 








256 QO} RATIONS OF I . N FRANCI SPAIN, AND Gi MANY 
tus of our personnel here as the time goes on, but I am not 
\ ire of any other probl ! ection with the reorgan ition. 


Mr. Brow NSON, You eal yrroblems mn connection with the German 


f(,overnment asto. ety | STA per 0 nel have dipior tic Status ¢ 
Mr. Puinurres. No. It r it the division of titles by the High 
Comm oner. This isa question that has been gone ito at consider- 


le ler ot} n Wash nvton and as not beer completely ettled. 

Mr. Browwnson. I still do not understand what you are driving at. 
Mr. Pu LLIPSs, The re isa reluctance to vive as many diplomatic titles 
we t k would be useful in our work here. That a Washineton 
| roblem. 

Mr. Mraper. When USIA was a part of the State Department it 
vas not a problem ¢ 

Mr. Puivurps. Yes; it was always a problem, but not quite as much 
of a problem as it is now. 

Mr. Martowr. Up until sovereignty nobody here has a diplomatic 
title, therefore this will be a new problem. 

Mr. Brownson. Off the record. 

(Discussion off the record.) 

Mr. Puinurrs. As Mr. Marlowe Says, that is not a problem yet be- 
cause nobody has a diplomatic title here now. However, since Reor- 
ganization Plan No. 8 has come into effect. it has been discussed in 
Washington as one of the problems to be solved. 

Mr. Brownson. Do you have charts of USTA? 

Mr. Prius. Yes; we do. We have a series of charts showing 
the decrease in size of the USIA mission here. I have smaller ver- 
sions which may go into the record. 

Mr. Brownson. Without objection. 

(The charts referred to are as follows. Exhibits 58-61:) 
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EXxuHIsit 58 
OFFICE OF THE U.S.HIGH COMMISSIONER FOR GERMANY 
OFFICE OF PUBLIC AFFAIRS 
FUNDS AVAILABLE 


FISCAL YEARS < THR GH 1955 





FY I95I FY 1952 FY 1953 FY 1954 FY 1955 
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Exuripit 59 


OFFICE OF THE U.S.HIGH COMMISSIONER FOR GERMANY 
OFFICE OF PUBLIC AFFAIRS 


NUMBER OF U.S. AND LOCAL POSITIONS 


FY-1951 THROUGH FY-1955 
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EXHIBIT 60 
OFFICE OF THE U.S. HIGH COMMISSIONER FOR GERMANY 
OFFICE OF PUBLIC AFFAIRS 
NUMBER OF AMERICA HOUSES AND READING ROOMS 


FISCAL YEAR 1950 THROUGH FISCAL YEAR 1955 
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EXxHIsiT 61 


OFFICE OF THE US HIGH COMMISSIONER FOR GERMANY 
OFFICE OF PUBLIC AFFAIRS 


GRANTS -IN-AID 


THROUGH FISCAL YEAR 1955 


$ 390,000 $ 100,000 





FY 
195! i952 1953 1954 1955 
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Mr. Putmures. This chart shows in fiscal year 1951 total obligations 
of $50,900,000, and you will note a gradual decrease to $11,400,000 in 
fiscal year 1955. 

Mr. Meaner. Is that, again, all paid in deutschemarks except Amer 
ican salaries ? 

Mr. Martowr. Yes. This shows the actual appropriation, and this 
shows an authorization for us to use counterpart funds | indicating }. 

Mr. Brownson. The solid black mark is the deutschemark equiva- 
lent, and the other is the actual dollars appropriated ¢ 

Mr. Martowr. These were dollars that were used as dollars [indi- 
cal ing | because at that time when we needed deutschemarks we merely 
drew them from the Treasury. If that system were still in effect 
this $11,400,000 could be an appropriation of about $3 million. The 
proportion used as deutschemarks has increased. 

Mr. Mreaper. That includes RIAS? 

Mr. Martowr. Yes; and the exchange of persons. 

Mr. Pumuips. The next is a chart of local and United States 
strength. In fiscal year 1951 the local strength was 5,681 and the 
American strength 329. In fiscal year 1955 the local strength is 1,680 
and the American strength 137. 

This next chart shows the change in the number of America houses 
and reading rooms. In 1953 there were 47 America houses, and that 
has come down to 22 America houses. 

Mr. Brownson. Are all 22 maintained by the United States Gov- 
ernment / 

Mr. Puitures. They are all maintained by the United States Gov- 
ernment. The libraries are maintained by the Germans. 

Mr. Brownson. You are not including those / 

Mr. Prius. No. We do supply them with library material. 

The last chart, you probably recall that one of the greatest expendi 
tures in this program some years ago were the grants-in-aid. For 
instance, the America Memorial Library in Berlin was a grant-in-aid. 

Mr. Meaper. That was called the McCloy Library ¢ 

Mr. Praures. Yes. There has been a rapid decrease in that. 

Mr. Meaper. You do not operate that Me¢ ‘loy Library ¢ 

Mr. Martowr. No. A grant from HICOG was used to build the 
building and buy some of the books. 

Mr. Brownson. Have any private organizations participated n 
that library ? 

Mr. Martowr. Yes: the Ford Foundation! and the Library of 
Congress. The Library ot Congress, of course, is not a private 
organization. 

Mr. Brownson. In what proportions / 

Mr. Martowr. I do not know. 


1In a letter dated December 6, 1954, addressed to the committee reporter, Mr. Marlowe 
wrote 

“During the course of the hearings, the question was asked by Mr. Brownson as to whether 
or not the Ford Foundation had contributed anything to the America Memorial Library 
in Berlin We answered that it had. Congressman Brownson will no doubt notice, from 
the insert we have submitted, that this statement was in error. The Ford Foundation 
contributed to the library of the Free University in Berlin but not to the America Memorial 
Library We are very sorry to have made the error of confusing the two libraries and 
hope that you will bring our mistake to the attention of Mr. Brownson Nongovernmental 
American contributions to the America Memorial Library include a $750 contribution of 
books by the Dixie Container Corp., and a contribution of $1,200 for the purchase of 
equipment by the Detroit Public Library.” 
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Mr. Brownson. The reason 1 asked, when we passed by it in Berlin 
the young man described it as a Ford Foundation library, which was 
Crroneous. 

Mir. M aRLOWE. The Ford I oundation Gave a grant and they have 

upplied funds fol the pure hase of some ot the books. 

Mr. Brownson. Was there any German contribution to that ? 

Mr. Maritowr. Yes, from the Berlin city government. 

Mr. Brownson. I wish you could get figures on that library. 

Mr. Maritowr. Yes, sir. 

Mr. Brownson. To me that is a good example of the German Gov- 
ernment, the United States Government, and private organizations 
cooperating. 

Mr. Priurs. The first day it was opened they had to turn people 
away. 

Mr. MARLOWE. We will have to get that. We do not 
floures here. 

Mr. Brownson. That will be all right. We understand that. 

(The following information was submitted for the record as exhibits 
62A, 62B, and 62C:) 


have those 


EXHIbit 62A 


FuUNpsS FoR AMERICA MeMorIAL Lisprary, BERLIN 


sreakdown of funds used in the establishment of America Memorial Library 
Berlin 
(1) HICOG contributions: DM5,400,000 (approximately $1,285,714). 
(2) Books amounting to $750 contributed to the Library of Congress for the 
America Memorial Library by Dixie Container Corp., Richmond, Va 
Contribution in the amount of $1,200 from the Detroit Public Library for 
the purchase of equipment Phonographic records will be sent to the America 
Memorial Library from the United States for this amount 
No other United States non-Government gifts 
4) Contributions from the city of Berlin since 1952 to November 1954 amount 
DM633,284.56 (approximately $150,782), with the exception that wages for 
personnel for 1954 are not included because this figure is not available. 
») Site on which library constructed also contributed by city of Berlin. 
Estimated value DM1,200,000 (approximately $285,714). 


ExHisit 62B 


THE FOREIGN SERVICE OF THE UNITED STATES OF AMERICA, 
OFFICE OF THE Higi COMMISSIONER FOR GERMANY, 
Bonn, Germany, December 6, 1954. 

Mi ALTHEA ECCLEs, 

156 House Office Building, Washington, D. C 
Dear Mrs. Eccies: Attached are 4 of the 5 inserts which we promised to pro 
le you for the record. These four include, RIAS income statement, the break 
down of RIAS budget funds for fiscal years 1952-55, biographic data on key RIAS 
personnel, and certain fiscal information regarding the America Memorial Library 
l Berlin 

Che fifth insert, that concerned with Communist expenditures for propaganda 
purposes in West Germany and West Berlin, is being prepared and will be for- 
warded to you through the United States Information Agency to which we will 
send it first in order that they may add any information they have on this 
subject not available to us 


wi 
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During the course of the hearings, the question was asked by Mr. Brownson 
as to whether or not the Ford Foundation had contributed anything to the 
America Memorial Library in Berlin. We answered that it had. Congressman 
Brownson will no doubt notice, from the insert we have submitted, that this 


statement was in error The Ford Foundation contributed to the library of 
the Free University in Berlin but not to the America Memorial Library We 
are very sorry to have made the error of confusing the two libraries and hope 
that you will bring our mistake to the attention of Mr. Brownson Nongovern 


mental American contributions to the America Memorial Library include a $750 
contribution of books by the Dixie Container Corp., and a contribution of $1,200 
for the purchase of equipment by the Detroit Public Library 


Sincerely yours, 
SANFORD S. MARLOWE, 


tcting General Manager, Office of Public Affairs 


RIAS income 


liscal year 1951 7 $430, 881 | Fiscal year 1954 $062, 907 
Fiscal year 1952 $10,832 | Fiscal year 1955 (July—No 
Fiscal ye 1953 £00, 604 vember 915, 738 
RIAS budget 
\ 
I Q ) 1 S38 
{ Ty § ( 


AMERICANS 


Gordon Atkinson E nd, Director, RIAS, Berlin (FSS ) 
Born: November 1, 1912, in Newfane, N, Y married, one child 
Edueation : 
1930-31: Stanford University 
1931-82: Kiel University, Germany 
1932-86: Wayne University, Detroit 
1935: Bachelor of arts, history 
1936: Master of arts, English and French 
1937-38: University of Southern California; graduate study 
Experiences 
1935-58: Instructor in English, Wayne University, Detroit (absent one 
emester for graduate study) 
1938440: Radio and theater acting, New York and New Jersey 
IH40-41: Sales promotion, General Electric Co., Bridgeport, Conn 
1941-45: United States Army, private to major, mostly in Intelligence 
With Seventh Army Headquarters 1943-45, Africa, Italy, France, Ger. 
many; 1945; Film, theater and music officer for western district; Info 
Control Command 
1946-47: News editor, Business Week magazine, New York City 
1947: Managing editor, 47 Magazine, New York City 
1947-48: Free-lance script writing for radio, New York City 
148-49: Political Information Branch, Information Services Divisior 
OMGUS, Berlin 
1949-51: Assistant editor, Die Neue Zeitung, Berlin 
1951-55: Political officer, then Deputy Director, RIAS, Berlin 
December 1953-—: D rector, RIAS, Berlin 
Speaks, reads, writes, and understands German fluently ; speaks French fairly, 








understands well, reads fluently 
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Robert B. Ehrman, Deputy Director and Program Chief, RIAS, Berlin (FSS-2) 


Born April 22. 1911 Nie y City. N. ¥ married: wife and 2 daughters 
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VEA on, ¢ é * ( d Programs, Washington, D. C.: 
\ ( NEA § ( 0 , ind Prog Washington, 
» ¢ Iuly 1954 Director and Program Chief, RIAS, Office 
f Public B ( _ 
f | 
j ( 0 R Be S 
916, B ( l a lug er) 
I 4 gh-school g ( 
Iixp ( ‘ 
SS: Western Elee ( » A l telephone fice omatie exchange 
lation 
1O380—40 Ame nR o \ (‘o personnel department 
1940-42 :A cal \ nes munications te i n (acting chief 
é o eer. Cley ind ) 
1942-43: United Broadcasting Co., broadcasting engineer 
1943-45: General Motors Corp., plant engineering supervisor 
1945: Department of State: 1945-48, assignments in Hawaii: 1948-51, 
Munich: 1951—53, Vienna: 1953—Julv 1953. Bonn: July 1953, RIAS, Berlin 
Uy s Is G a vell; speaking knowledge: fair , 


a 
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Alexander Hartel, radio information specialist, RIAS, Berlin (FSS-—5) 
Born: May 12, 1911, New York City, N. Y.; single, no dependents. 
Education : 
1930-82: School of Journalism, Columbia University, New York City 
1984-85: College of the City of New York, New School for Social Research, 
New York City 
1941-42: American University, Washington, D. C 
Experiences 
September 1937-—June 1938: Editorial assistant for foreign affairs, Ne 
York Post, New York 
September 1938-40: New York State Department of Labor, Albany, N. ¥ 
April 1941-May 1942; Correspondence clerk, Adjutant General’s Office, 
War Department, Washington, D. C 
May 1942-April 1945: Special examiner (CAK—5) officer of postal ce 
hip, War Department, Miami, Fla 
April 1945—October 1947: Chief of examination, civil censorship (OMGUS), 
CAF-9, Offenbach and Berlin, Germany 
October 1947—April 1948: Information control officer, Kassel, Germany 
(OMGUS, CAF-9) 
April 1948—February 1952: Chief, Propaganda Analysis, Radio Sectior 
PAT), Berlin (FSS—5) 


July 1952—June 1953 Program and ev: tion officer (USIS), Pusan 
Seoul, Korea (FSS—5) 

July 1953-October 19523: Press review officer PAD), Vienna, Austria 
(FSS-—6) 

January 1954: Radio information specialist, RIAS, Berlin 

Lan imives 

German and Spanish: Knowledge in speaking, reading, writing, and 
standir 

Portuguese : Some knowledge in speaking, reading, and writing 


French: Some knowledge in reading 
Ernest G. Land, radio information specialist, RIAS, Berlin (FSS-7) 
Born: May 17, 1911, Vienna, Austria; naturalization, 1945; marrie¢ 
children 
Education: 
High school, Baden, Austria 
Academic high school and junior college, Benedictine Convent, St. Paul 
Austria; graduated 19530 
University of Vienna: Germanistic, philosophy, law; juris doctor, 1 
versity of Vienna (1956) 
Experiences 
1936-38: Austrian courts: Legal assistant to the judge 
1941-42: Correspondent, Fenchurch Export Corp., New York, N. Y 
’ 


1942-45: U. S. Office of War Information: Multilingual onitor: shift 
chief (supervisor) Monitoring Section; French control editor and liaison 
control editor at NBC and GBS 

1946-47: Voice of America: Chief, Audience Mail Section, listener, Rel. 


Branch 
1948-50: U. S. Department of Justice, Overseas Branch, Munich: Investi- 
gator 
March 1950—-September 1951: OLCWB, HICOG, Stuttgart, radio officer 
(Chief, Radio Section) 
September 1951—February 1953: Radio officer, first OLCB, then AmConGen, 
Munich 
February 1953—May 1954: Press and radio officer, PUB field office, Munich 
May 1954—Radio oflicer, RIAS, Berlin. 
Languages: 
German and French; perfect 
Italian : Speaking, reading and understanding; fair 
Spanish: Reading and understanding; fair 
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Ronald Ronin Rim, Radio Officer, RIAS, Bertin (FSR-4) 
Bort February 2, 1912, in Mielnica, Poland; naturalized July 13, 1944; mar- 


ycee Real Orthodox in Cernauti, Rumania, 8 years 
937 B. A. Conservatory of Music, Florence, Italy 
International Conservatory, Paris, 1 year 


New York Opera Co., singer and actor 
Office of War Information, New York, announcer WAE 





Producer, Office of W Information, GS-12 
Executive producer, International Broadcasting Department, De- 
partment of State, GS-1 
December 1952-54 Radio officer, Trieste, FSR—4 
November 1954—: Radio officer, RIAS, Berlin 
J guages 
German, Italian, French, excellent; Spanish, Russian, Rumanian Polish, 
Ll nian, understal 
Roop, ¢ Hints ( tY RIAS, Be n (FSS-11) 
gust J 1919, Parkersburg, W. Va.; single; no dependents, 


9 November 1940: J es L. Feeney ttorne aw, Parkersburg, 


Jaa 1941—Ju 1942: Sta & Murph ittorne t law, Phoenix, 


July 1942—-October 1942: OPA, Phoenix, Ariz legal department ) 

October 1942—December 1944 AAI West Coast Training Center, DS 
( nese Air Force, various rfields, Arizona 

March 1945—July 1946: Snell, Strouss & Wilmer, attorneys at law, Phoenix, 
\ Z 

November 1946—April 1949: Dana, Bledsoe & Smith, attorneys at law, San 


June 1949-August 1949: Hodge Vidal & Goree, attorneys at law, Denver, 


\ugust 1949—April 1951: Morris Lowenthal, attorney at law, San Frat 
‘ ( if 

1951: Departmer Ss ‘ 
\ 11 1952: PUB: ECR, Frankfurt, secretary 


July 1952—May 19553: PUB: DCA, Bonn, secretary 
I 


erlin, secretary, later administrative assistant 











I J 10, 19 it I \I (Ge nany ) 
S e4 W and port lL} Universities of Frankfurt and Berlin. 
ee f l sm begil g 1954 he worke¢ nh various European 
! es Ol ercia Ssist nd langu until 1938. From 
: ‘ 15S Great Britain s refuges as commentator and 
German section of BBC European service until August 1947 
eafter program director for German radio network NWDR in Hamburg 
My Since 1949 at RIAS successively as head of Bonn office, Chief of 
Department, and program director in Berlin 
rbura, Chief, Political Department, RIAS, Ben 
] rn J ( eri Gern ny) 
Ed ed il pl log and later and political sciences at 
| \ ‘ ng 1940-45 | rvice, worked in 1946 as 
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scientific assistant for Institute for Economic Statistics in 1946, from 1947 to 1949 
as free-lance journalist for Berlin newspapers and periodicals. In 1949 ap 
pointed to RIAS as political editor for East Zone affairs, and later as Deputy 
Chief of Political Department. In 1953 became head of RIAS Bonn office, 
and in 1954 Chief of RIAS Political Department in Berlin. 
Herbert Kundler, Chief of Cultural Department, RIAS, Berlin 

Born: November 5, 1926, at Duesseldorf 

Completed education in law, economics, and sociology in 1949 after studies at 
universities of Berlin, Heidelberg, and Frankfurt Added courses in political sei 
ence and governmental affairs at Harvard in 1950-51 Worked as commercia 
assistant, as free-lance journalist (Horizont, Time), and as radio reporter (Hes 
sian Radio and RIAS) before assuming full appointment at RIAS in 1952 as 
editor for university programs. Was assistant to the program director before 
becoming Chief of Cultural Programs at RIAS in 1954, 


Dr. Wolfgang Geisler, Chief of Music Department, RIAS, Berli 
Born: March 15, 1914, in Berlin, Germany 


Kducated in physical sciences and music at university of Berlin, doctorate in 
sic in 1937. Studied piano and theory at conservatories. Worked in acoustic 
research and in et neering for the German air force from 1937 to 1945 irom 
1945 to 1949 worked as free-lance music critic for newspapers and RIAS. Since 
1947 has lectured at Berlin Academy for Music in field of acoustics and recording 
for radio and film Regular appointment to RIAS in 1949 as Chief of Serious 


Music, followed by positions of Deputy Chief and Chief of Music Department 
ilhert W. Poesniker, Technical Director, RIAS, Berlin 


Born: November 24, 1905, at Lemberg, Germany (now Polish occupied ) 

Educated and trained in electromechanices at ANG and Berlin Sehool for Elec 

ca engineers through 1926 Worked as assembly engineer at Siemens & 
Halske firm until 1932, then as operational engineer in construction work for the 
German National Radios until 1945. Thereafter spent a year with Radio Berlin 
as recording engineer, before joining RIAS in 1946 as chief engineer and later 
becoming technical director. 


Mr. Brownson. I might ask whether or not the curtailment of the 
America House construction has hindered the program. ‘The Amer- 
House construction was in the same package as the consulate-con- 
struction program. The commitee did not pass on the America House 
construction, L wondered what reaction you had here. 

Mr. PHILLIPS. We still have three — problems on America 
House construction: In Berlin, where the house has deteriorated : and 
in Frankfurt and Hamburg we need new construction. 

Mr. Martowr. In Frankfurt we are now housed in annexes, tempo 
rary-type buildings. In Hamburg we are in a city-owned building 
which the city i Is urg ring us to relingqu sh because it 1s on a street corner 
and is a trathe hazard. 

In Berlin the building is almost a public hazard. It has been three 
times condemned by the city auth cclilen 

We have worked out most of the other places for which we had 
requested authority to build, through one mechanism or another. 

In each case the land is available: extreme ly good pieces of land. 

Mr. Brownson. Have you made subsequent requests that these par- 


ticular America House programs be reinstated ? 

Mr. Marnowr. Yes. 

Mr. Mraper. What is the cost? 

Mr. Marnowr. Including furnishing, about $300,000 to $350,000 
each. The Agency went before the Congress last vear with those 
5 and a further 1 in Nuremberg, where we can buy the building for 
less money than we can turn it back to the owner, because the lease 


55984—55— 18 
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alis Tor us to pul it DACK nuts original conditiol . whi h would cost 


SOHO0.000, and we can huv it for SSO.000. 


We took out the request for Hamburg and Nuremberg and went to 


{ ongress for Ber] 1 d Frat kfurt, and Coneress turned it down. 
\ir Br WNSON, \\ ch col mittee do you go befor ¢ 
\ir. MarLowre. St ind Justice. 
\ir. Vin DEI () t r¢ ( 
1) mn olf t record 
Nii Brownson. VW I ou Tul h for the record such nformatioi 
vr ve of Russian expenditures in their propaganda activities 
red to our activities? I should think pertinent to that would 
i ¢ tTheestimated expense of [1 sian jammM ng act Vities directed 
unst REAS and any information you may have on operations in 
Ber . 
Mr. Puiures. We have bet vorking on those figures, but they are 
Wiiecu to vel 
\I Brownson. | o \ ould be, and they would not be 
| t t y conclusive. 
Mr. P nips. I believes e figures al vallable on jamming 
\ SCHECHTER, Some cures, yes 
| Brownson. It se on nan operation of this sort an indl- 
OT tly expel tl ( ( ( ( tol a hye eresting 


t t { im) 1] » nea ] 
ist L\ ute 20 M110 AuUSsslan exXpenailures 
vy. ' cal. 
! ( 1, of ¢ I's I do oT } ow 1 Grermany would pe the 
= 
\I | N nw. \\ it he I me did vou cover / 
\| \] \ ( endal en! 1952 and 1953 
” 1] 
\ MceDrermorr. There in estimate in Italy of 75 million spent 
, > } . 
e (‘ommu is compared to 314 million 
' ] , 
| frOLLOY @” data was subi tted tor the record. ) 


| 
wing infor ti on ¢ f me pro] inda expenditures 
MM ; ea E Rao 156, House Off Building f Brownson subcom 
December 1° 7 ate. request 1 for heari1 record by 
é G l ( ed below e i st marks in order to 
eX 

0 ( qj s 1 wes k; 2.2 eas iarks equals $1; 
2 we i quals S] Oper arket exchange approximately $1 equals 16 to 
Eq nt l es and costs in east nd west one should be 
basis 1 east mark equals 1 west mark. Since problems revolving 
il ivil¢ I ! make conversion into dollars meaningless 

= ~ es qu t l ( irl s 
’ 1 z dre ’ st mark of east zone zone budget is ear 
for t Out of this figure 271,991,000 is used for political 
sc] ow i izatior In addition, 605 million Deutschmarks are 
( eal » support of press, radio, film, theaters, and special 
eve ( ‘ me SO million is estimated for expenses connected 


15 percent of this amount could be taken as used 
opera ons 





I ddition to the above expenses, we are informed that some 300,000 
Deutschmarks west is expended for the support of Communist Party d front 

anizations and propaganda in territory West German Federal Republic. 
Extremely difficult separate sources these Deutschmarks west accurately. 

Of SO million shown above for radio, estimated 57 million is used to broadcast 


West G { audiences 








Upon returt to the United State 


beommittee renamed the following additional 
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EXHIBIT 638B 
COMMENT BY USIA, WASHINGTON ON ‘IGURES SUPPLIED BY BONN 


Regarding SO million estimated expenditures for radio operations It should 
be pointed out that all radio broadcasts coming under SO million estimate can 
be heard throughout Germany 

\ breakdown of programing, however, would probably produce an estimate of 
about 28 million for West Germany alone This contrasts with the 57 million 
figure supplied by Bonn. Interpretation of the amount used for West Germany 
is therefore dependent upon the viewpoint taken. 


Mr. Brownson. Thank you very much for your contribution. If 


anvthing else comes up this afternoon, we will be happy to get hold 
ot Se 

Thereupon, at 12:15 p.m., the USIS briefing was concluded. ) 

(‘I he tollowing inform: tion was pre ented for the record, Exhibit 
64 

ExXuIbiT 64 
UNITED STATES INFORMATION SERVICES 
OFFICE OF PUBLIC AFFATRS 
OFFICE MEMORANDUM 
SEPT! ER 8, 1954 

| \ ision chiefs, press ttaché, cultural attaché, regional PAO’s and 


Amerika Haus Dire S 
Fro PUB: OD—James E. Hooft rle 


Subject: Fiscal year 1955 program summary, USIS, Germany. 


Attached is a brief summary of our program for the current fiscal year It is 
believed that this summary will be of interest to you ; i may be helj il en i 
rhe . ! for vou to deseribe our program to a1 S interested persons, 


You will note that this material is unclassified 


PROGRAM SUMMARY FiscAL YEAR 1955—GERMANY—OFFI( or Purtic AFFAIRS 


1. Headquarters, Mehlem 


B. Revgional offices (7) 


1. Berlin 5. Hamburg 
2. Bremen 6. Muni 

3. LDuesseldort 7. Stuttgart 
4. Frankfurt 


C, Amerika Haeuser (22) 


1. Berlin 13. Kiel 
14. Munich 
15. Hof 

t. Essen 16. Nuremberg 
1 
i 


2. Bremen 
». Cologne 
+. Frankfurt Passau 


7 
is. Regensburg 


6. Darmstacat 

7. Kaiserslautern 19. Stuttgart 
8. Kasse] 20. Freiburg 
9. Koblen 21. Heidelberg 
10. Marburg 22. Mannheim 


11. Hamburg 22 Tuebingen 
12. Hannover 


Under construction by city of Cologne. 
2'To be closed during fiscal year 1955. 
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\JOR PROGRAM ACTIVITIES 














Fist ii Vea 1955 
Mat ears I be de rer i J 
Amer 12.4 
I ils DOS, 4 
Pot 157. 6 
} i! dire ! osts (excludil personnel 
1dluinistralive port a ~ $1, 723, 200 
USIS services seven independent regional radio 
‘ < Gern S ' ce eg servicing the new Radio Free 
Bi he near future Mhese services include (a@) a wireless file in the 
f fa bulletin called Amerika Diens which includes general news and special 
res b) packets cont feature material on political, economic, youth, 
1 women’s aff c) ext ive taped special events coverage from 
I d State ! ding s hit s important speeches of leading United 
. t¢ G ernumel ofl Ss f n verage of 4 hours pe veek on S stations 
1” hours d 15 minutes per day of Voice of America (VOA) 
‘ on 4 tio. 6 days : . ra total of 6 hours It is estimated that 
ere be ion registered d sets in West Germal 
USIS is st enterin this tield \ present the one existing 
lV network Se USIS mate il at the rate of 15 inute per week 
] hoped | 1 ’ tise \ 196 1 coverage Will be expunded to cover 6 
I il | eel 
RIA ( { . This is the HICOG-operated station in 
! yn ‘ il d e ¢ k and has a d program to the Soviet 
Zone between 6 p. m. and midnigl It has 2 longwave, 1 shortwave, and 1 
iM ti . tte Berlin, a re ransmitter at Hof, in Bavaria. and time o1 
CAST, the 1,000-kilowatt VOA transmitter in Munich RIAS produces approx 
tely 90 percent of its own prog! : th the balance coming from VOA and 
West German stations (01 n excl ge basis) Listener’s mail averages more 
10,000 piece ntl hich about one-fifth originates in the Soviet 
/ t Vi = ( it Ve on € bout $e) ye da 
Bb. J 
] 10 
M be deve t 
\ 6 
I s 0 
I 326. 6 
l I and direct administrative costs (excluding personnel 
l nistrative support) $1, O83, 043 
Pe ( Ost Probler A weekly digest of carefully selected arti 
Pus the Soviet and sat te ] ss and the Western press designed to reveal 
e true conditi n the Soviet orbit ihe magazine is distributed free to 
vy 10.000 leaders 1D Western Ger} ny 
b) Der Monat \ magazine specia ng in leading opinions on political and 
! ‘ Ani | re ition ibout 25,000 of which approximately 
e-f re distributed free to German leaders with the balance sold in Germany 
d West Bet Che Ford Four tion is taking over this magazine effective 
S ‘ er 1. 1954 
» DD Ne ing Dail (except Monday) ne wspapel! published in West 
Berlin to reflect the policy and aspirations of the United States Government 
nd to influence and strengthen West German opinion, particularly that of West 
Berlit Daily circulation 55,000 (85,000 Sunday) of which approximately one 
third distributed in West Germany and two-thirds in West Berlin. Receipts 
f : of the paper and advertising in the amount of $215,000 are estimated 
dep ted in the United States Treasury in fiscal year 1955 
2. Wireless files, commentaries, and special files—For 18 hours per day, the 
USIS pre newsroom distributes general news items, commentaries, and special 
features (received from USIA/W and other posts) by direct wire through the 
’ 


2 German news agencies (dpa and dimitag) to over 400 German n¢ wspapers 


lie Neue Zeitung, RIAS, VOA, and Radio Free Europe (RFE) receive the same 
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service by direct wire. This service is also distributed to the 7 regional racic 
networks in Germany. Approximately 50 percent of the material supplied by 
USIS is reproduced by the German news agencies and a somewhat larger pro 
portion by RIAS and Die Neue Zeitung, approximately 1,000 reprints of USIS 
feature material are made monthly by the German newspapers and magazines. 

3. Pamphlets.—Approximately 25 different pamphlets will be prepared in sup 
port of major United States foreign policy objectives with a total distribution of 
about 2,700,000 copies 

4. Photo—Photographic displays in the form of picture stories are assembled 
in the field for use in Amerika Haeuser, and photos are distributed for place 
ment in German newspapers. About 70,000 locally produced prints and about 
90,000 photographs supplied by Washington were distributed to German sources 
at their request in fiscal year 1954. Approximately 40,000 USIS photographs 
were actually used in German newspapers in fiscal year 1954. In addition, 
about 52 USIS picture news service, averaging 6 pictures each, are published 
monthly in the German press. 

5. Press Attaché.—Advises HICOG on problems of press relations, maintains 
liaison with the German Government Press Office, more than 250 German and 
foreign correspondents in Bonn, arranges and assists at press conferences, and 
plans, prepares, and releases important news stories and HICOG statements. 


C. Motion pictures (former production: 1952 over 1 million) 
Fiscal vear 1955: 
Min-yvears to be devoted to this activity: 


Americans 12.9 

Locals 144. 7 

Total 157.6 
Program and direct administrative costs (excluding personnel 

and administrative support) $333, 580 

1. Nontheatrical film audience It is estimated that approximately 32 million 


persons will attend film showings of more than 500 local film committees with 
whom projectors are placed and to whom films are loaned. Other than for 
the loan of projectors and films, these committees operate without cost to the 
United States 

2. Commercial film audience More than 100 USIS documentaries are con- 
tinuously exhibited in Germany’s commercial theaters reaching an annual audi 
ence of approximately 30> million These films are rented to the exhibitors, 
bringing an annual income to the United States Government which exceeds the 
local costs of administering this activity 

Local production of newsreels. Twenty-seven newsreels in the form of new 

Inagazines containing current coverage of important local news events will be 
locally produced in fiscal year 1955 

4. Operation of mobile units —Four mobile units are expected to conduct 1,400 
showings in fiscal year 1955 of approximately 1 hour each, mainly along the 
border of the Soviet zone. From 75 to 100 German titles will be shown. The 
estimated total audience is 600,000 


D. Information centers, exhibits, and book translations 
Fiscal year 1955: 
Man-vears to be devoted to this activity: 


Americans ok. 2 
Locals G04. 6 
Total 635.8 
Program and direct administrative costs (excluding personnel 
and administrative support) . $1, 064, 478 


1. Information centers.—There are 22 Amerika Haeuser in Germany which 
are open about 50 hours a week each, and which serve as centers for United 
States information and cultural activity. Each includes a large open-shelf 
library and provides lectures, concerts, film-showings, exhibits, ete., some of 
which are held in the center and others through appropriate indigenous groups 
in the surrounding area, depending upon which is more effective. There are, in 
addition, 110 German-American libraries, which, although largely run and paid 
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for by German communities, are partially supplied with United States books. In 
fiscal year 1954, more than % million persons visited the Amerika Haeuser and 
more than 3 million books were circulated 

Bookmobiles USIS ates 20 mobile libraries (bookmobiles) to distribute 
pecially selected readi matter in outlying areas In fiscal year 1954 these 
1a total of about 170,000 volumes with an annual circulation 








bookmobiles carrie¢ 





of approximately 500,000 
KRarhibits Exhibits and related materials are shown in Amerika Haeuser, 
museums, fairs, factories, libraries, etc.. to Support various program objectives 
of the agen These exhibits are seen by more than 10 million persons annually 
1. Book translation.—Program to encoura and, if necessary, support the 


commercial publication of German-language editions of American books which 
tend to support program objectives in Germany No books are translated by 
HICOG In fiscal vear 1954 51 titles were partially supported. The subject 
distribution was as follows: Anticommunism, 8; politics, 11; other social sciences, 


19: science, 5, other, 8S 
E. Other cultural activitics 


Fiscal vear 1955: 
Man-years to be devoted to this activity: 


Americans 16.8 
Locals 44.0 
Total 60,8 
Program and direct administrative costs (excluding personnel and 
administrative support) $155, 000 


The broad cultural objective of USIS, Germany is to acquaint the Germans 
with the aims, history, ideals, and accomplishments of the United States with 
principal emphasis upon Western unity and the inseparability of American 
and European culture thereby offsetting Soviet propaganda and promoting basic 
foreign policy objectives of the United States Government. 

The basic cultural objective is woven into the basic media programs through 
the guidance of the cultural attaché who also helps to implement this objective 
by providing lectures for university audiences, the assembling of material for 
use in school groups, and the maintenance of contacts with the principal German 
organizations outside the educational system through speeches, conferences, etc, 


} Eachanage of persons 


Fiscal year 1955: 
Man-years to be devoted to this activity: 


Americans 12.9 
Locals * , 45. 6 
Potal 56.5 

otal annual budget (excluding personnel and administrative 
support) §2, 650, 588 
1. Fulbright program.—This program sponsors the exchange of grantees be- 


tween the United States and Germany principally in academic categories such 
as university lecturers, research scholars, graduate students, primary- and sec- 


ondary-school teachers, etc In fiscal year 1954, 268 Americans and 244 Ger- 
mans participated in the program 

2. Other exchange of persons This program sponsors the exchange of persons 
with the objective of promoting a better mutual understanding between the peo- 
ple of the United States and the people of Germany. It includes the following 


types of exchangees: (a) German leaders to the United States, (b) German 
trainees to the United States, (c) German teen-agers to the United States, and 
(ad) United States specialists to Germany. Its concept has been generally non- 
academic in selecting participants, with primary emphasis being placed on group 
leadership, awareness of citizen responsibility in government, effectiveness in 
interpreting the United States, and interest in changes. In fiscal year 1954 
35 Americans and 766 Germans participated in the program. 
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INTERNATIONAL OPERATIONS OF THE UNITED STATES 
GOVERNMENT IN FRANCE, SPAIN, AND GERMANY 
(Economie Briefing, Bonn, Germany) 


TUESDAY, NOVEMBER 30, 1954 


Houskr or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE OF THI 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Bonn, Germany. 

The subcommittee met at 2 p. m. in the conference room, Head 
quarters of the United States High Commissioner for Germany, for 
an economic briefing, Hon. Charles B. Brownson (chairman) pre 
siding. 

Committee members present: Representatives Charles B. Brownson 
(chairman), George Meader, and Harrison A. Williams, Jr. 

Committee staff present: Maurice J. Mountain, staff director; Ar- 
thur Perlman, staff investigator; and Wallace Parks, staff member. 

Also present : Lt. Col. Gerald Jorgensen, Air Force escort officer. 

Office of Economic Affairs of HICOG representatives present: 
John W. Tuthill, Chief of United States Mission and Director, Office 
of Economic Affairs; Wier Brown, Deputy Director, United States 
Mission; Peter Seip, Assistant to the Director: Charles Breecher, In 
dustrial Services Division; Manuel Abrams, Acting Chief, Finance 
and Program Division; Arnold Freshman, Controller: Carl Mahder, 
Chief, Productivity and Technical Assistance Division; William 
Doering, Deputy Chief. Food and Agriculture Division: Donald 
Calder, Acting Commercial Attaché; Harry Grossman, Assistant 
Chief, Escapee Program Division; and Alexander Kiefer. 

Mr. Brownson. The committee will come to order for the considera 
tion of the economic side of the HICOG activities. 

Our first witness will be Mr. John W. Tuthill, chief of the United 
States mission and Director of the Office of Economie Affairs. 

Mr. Tuthill, would you like to present to the members of the com 
mittee the members of your staff who are here, and perhaps it would 
clarify the matter if you would tell us which payroll they are on. 

Mr. Turnm.. We can start with Arnold Freshman, controller of the 
FOA mission, on the FOA payroll. 

Mr. Peter Seip, Assistant to the Director, on the State Department 
payroll. 

Mr. Charles Breecher, Chief of the Industrial Services Division, on 
the FOA payroll. 

Mr. Wier Brown, Deputy Director of the Mission, on the Treasury 
pavroll. 


tbo 
~I 
t 
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Mr. Car] Mahder, Chief of the Product VIty and Technical Assist 

('¢ Division, o1 the FOA payroll 

Bill Doering, Deputy Chief of the Food and Agriculture Division, 
» November 1 on the Agriculture payroll. 

Harry Grossman, assistant chief of the Es apee Program Division, 
e FOA payrol 

Manuel Abrams, acting chief of the Finance and Program Divi 

m, on the FOA payroll. 

Don Calder, acting commercial attaché, on the State Departinent 

1 

\lexander Kiefer. also on the State Department payroll. 

Mr. Brownson. We would appreciate it if you will discuss briefly 

uur economic:mission here and your major problems. 

Mr. Tornitt. As the FOA mission, you mean ¢ 

Mir. Brownson. Yes 


STATEMENT OF JOHN W. TUTHILL, CHIEF OF UNITED STATES 
MISSION AND DIRECTOR, OFFICE OF ECONOMIC AFFAIRS, HICOG; 
ACCOMPANIED BY CARL MAHDER, CHIEF, PRODUCTIVITY AND 
TECHNICAL ASSISTANCE DIVISION, HICOG, BONN, GERMANY 


Mr. Turum.. There is no new aid for Germany other than military 
uid, which I would lixe to refer to a little later, except the Berlin aid. 
We have just started negotiations with the Germans for fiscal year 
1955 funds. That has been a continuing program. 

However, in addition to the new money coming in for Berlin we 
have a variety of other programs having to do with counterpart gen- 
erated from earlier aid: loans to small business; grant aid; loans to 
pilot or demonstration plants; and technical assistance depends for 
ts funds on counterpart generated from earlier aid. 

We have 150 million deutschemarks in the program to aid firms that 
would get in the field of military production. 

As a result of delays, and in order that the funds could be used, 
ve have agreed to the investment of three-fourths of the funds in 
loans to basic industries, with the agreement that when the funds were 
needed for military production, either plants with offshore orders or 
without offshore orders, that the funds as repaid would be eligible for 
such additional loans. 

The other operational missions of the program cover the escapee 
program, which Harry Grossman represents today, and perhaps now 
would be the time to comment on the military-aid program and the 
role of FOA in connection with that. 

The military-aid program has not been initiated formally here, but 
a lot of work and discussion and analysis has gone forward. This 
analysis has been handled primarily by the small military group here, 
but the role of Charlie Breecher’s Industrial Services Division has 
been to produce these items within the time phased periods. 

In addition to that operation, we are getting into the overall finan- 
cial and economic capacity analysis. In each country our military- 
aid program is based upon not only an analysis of the ability of the 
country to produce the items, but also an analysis of the ability of 
the country to finance the items. That part of the program is just 
vetting under way here. It has been delayed because of difficulty in 
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i accurate costing, but that will be done in Mir. Abrams’ division. 


- 


Mr. Brownson. Any questions, Mr. Meader / 

Mr. Mraper. Does this mean a change in your mission which will 
result ina change in your stailing / 

Mr. Turum.. No; I do not think there is any substantial change in 
stafling envisaged. 

Mr. Mraper. You have had direct dollar aid in substant il amounts 
In) the pa : 

Mr. Turmitt. Yes: indeed. There has been a substantial change 
in our personnel from 2 or 3 vears ago when we had, before my time, 


+7 


large amounts of economic aid, and had a very large Finance and 
Program Division staff, but those statfs have been cut way back. 

‘There is one other thing | should have mentioned. We have ai other 
respousibility of FOA that has to do with the shipment of surplus 
agricultural products. There have been a number of proposals for 
the shipment of United States wheat to Germany in return for Turkish 
wheat and ultimate shipments of chrome from Turkey to the United 
states. 

These deals involve surplus agricultural products and they were 
divided between Agriculture and FOA. That part handled by FOA 
is handled by our agricultural attaché. 

Mr. Meaprer. When was the last fiscal year when vou had direct 
dollar aid? 

Mr. ‘Turninti. We have currently direct dollar aid for the Berlin 
ald. Other than that, it was 1952 and 1953. 

Mr. Mraprer. So it has been a year since there has been any direct 
dollar aid except for Berlin / 

Mr. Turnivy. It has really been over 2 years. 

Mr. Meaprer. What was the cut in staff as a result of that change? 

Mr. Turnin., We have had almost a 50-percent cut in the last 2 
years, | understand. 

Mr. Wintuiams. We have in our book 101 in 1953: 59 in 1954: 60 in 
1955: and 60 for 1956. Does that sound like the correct history ¢ 

Mr. Turui. I do not understand that. One hundred and one in 
i953; Tam sure we had less. Fifty-nine in 1954 may not be too far 
off considering the escapee program, but going up the next 2 years, 
these are new figures to me. 

Mr. Brownson. Will you supply us with the correct figures / 


Mr. Turuiuu. Yes. 


(Nore.—The Department of State later advised that the Department of State 
and FOA complement was as follows: 1953, 109; 1954, 68; 195, 59: 1956, 61.) 


Mr. Brownson. Is that all, Mr. Meader? 

Mr. Mraper. Yes. 

Mr. Brownson. I have two questions. One is the nature of your 
help to German small business. 

Mr. Turninn. That was part of the arrangement on the produc- 
tivity program. Within that program 70 million deutschemarks were 
set aside for loans to small business. The recipients of these loans 
had to indicate that they knew of the productivity program and 
were In sympathy with the objectives, and then, through the banking 
structure, they were allowed loans to a maximum of 100,000 deutsche 
marks, 









278 OPERATIONS OF U. S. IN FRANCE, SPAIN, AND GERMANY 


About half of that has now been made available to the Germans 
and has been loaned out to small concerns. The other half has not 
been released because to date we have not been satisfied with the 
progress made in productivity. We have not been satisfied with the 
strength of the Productivity Institute, for example. 

We hope within the next few days or a week to have a recom- 
mendation to Washington which would allow the release of the re 
mander of 33 million deutschemarks 

Mr. Brownson. Are the loans made direct to small businesses, then ? 

Mr. Turniny. By the banks. 

Mr. Brownson. By the banks 

Mr. Turniiu. Yes. 

Mr. Brownson. This is not a guaranty; it is a case where you actu 
ally loan the funds to the banks ¢ 

Mr. Turnini. Yes. 

Mr. Brownson. What interest rate do they get 4 

Mr. Turn. Seven percent. 

Mr. Brownson. They get the money without any charge and lend 
it out and get 7 percent on it ¢ 

Mr. Turninti. That is right. 

Mr. Mreaper. The interest comes to the United States: does it not ? 

Mr. Turut. No. 

Mr. Mraper. Who makes the 7 percent, the banks? 

Mr. Manprer. The German Government gets the money from the 


\merican Government. The German Government collects 5 percent 
of what the end borrower pays. It uses this 5 percent in programing 
other aid programs in Germany. The others divide the 2 percent, so 


the bank makes one-half of 1 percent, and the reconstruction loan 
bank 1 percent, and usually there is another bank that makes one-half 
pereen t 

Mr. Brownson. Are the banks making these loans to companies to 
whom they would not normally loan their own funds? 

Mr. Manp! R. In some cases, yes 5 and in some cases, ho. They 
cannot loan money to enterprises that employ over 200 people, and 

he banks usually are required to make matching contributions. 

Mr. Brownson. What do you mean by matching contributions ? 

Mr. Manper. Banks must participate to the extent they can. If 
a borrower comes in for 100,000 deutschemarks the banks must do what 
they can to participate in the loan from their own resources. Match- 
Ing means part icipating to the extent they can. 

Mr. Brownson. In other words, they are participating loans? 

Mr. Manper. Yes. 

Mr. Brownson. I would not think 100,000 deutschemarks or 25,000 
deutschemarks would do a great deal of good to firms with more than 
“U0 employees. 

Do you think this program has been a success? 

Mr. Turn. I think we might have the Controller comment on 
the testing that he has made on the first half of the program. 

Mr. Fresuman. On the basis of our findings to date there is every 
ndication that, despite fragmentary deviations from the regulations 
in carrying out the program, the funds reaching these firms are serv- 
ing a satisfac tory and effective purpose. In some cases prices have 
been reduced or wages increased. If this trend of our findings con- 
tinues, I would say we have an effective program. 
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Mr. Brownson. How many loans have been made to date? 

Mr. FresumMan. Between 500 and 600 as of October 31. 

Mr. Mraper. What types of businesses are they engaged in? 

Mr. Fresuman. Retail enterprises. These loans cannot be made 
to enterprises employ Ing more than ZOO. 

Mr. WituiramMs. Are there two screenings? Does FOA screen bor- 
rowers as well as the banks ? 

Mr. Turnitn. We do not screen borrower by borrower. 

Mr. Brownson. These loans are made both to the distributive end 
and the manufacturing end of business / 

Mr. Turnminn. Yes. 

Myr. Brow NSON, Do vou feel these loans have saved any businesses 
that would have gone under? What I am interested in is whether 
these loans have done the small businessman any wood. 

Mr. Turnitt. I think if L may comment on that, the program was 
started as part of the productivity program of the Erhardt Ministry 
of Ke OHOMICS. ‘| hey felt smal] business needed th Ss type of loan. 

Recently Mr. Sweat, chairman of the board of Honeywell in Minne 
apolis, came here to look over the productiv ity program, at the request 


of Mr. Stassen. After 6 weeks here he said that he felt that within 
this sector of the program there was probably the oreatest signs of 


success, because while we cannot put our finger on firms that we have 


saved, we have made funds available for a large number of small 
concerns as to many of which the results look hke they will be quite 


Mr. Brownson. How much money did vou have in dollar equiva- 


nt for the overall program for small business ? 

Mr. Turns, Seventy million deutschemarks or $17.5 million. 
Mv. Brownson. How much is on loan ? 

Ir. Turnini. Just about half, or $8 million. 

Mir. Brownson. That is on loan to 550 firms? 

Mr. Turnitin. Ye: 

ir. Brownson. In passing on applicants for these loans, do they 
yply essentially the same credit criteria as the bank 


? 
“Mr. Manper. Yes, they apply the same credit criteria as the banks 
lus an additional criterion. Before any loan applicant can qualify 

for a loan he must submit a management consultant report justifying 

the use of loan proceeds. ‘This is a new move. 

Mr. Brownson. Where does he vel the management consultant 2 

Mr. Manper. From the management consultant firms in Germany. 

Mr. Brownson. Have they customarily been used in Germany in 
the past / 

Mr. Manuper. They have, but in a different way than in the United 
states. 

Mr. Brownson. How much does a management consultant get ? 

Mr. Manper. Between 325 and $50. 

Mr. Brownson. I would say they are a little less expensive than in 
the United States. 

[ think the nub of what we are trying to find out is what is the 
essential justification for continued aid to West Germany and to West 
Berlin. From the figures supplied us, apparently the economy of 
West Berlin is doing very well, too. What is the reason for continued 
aid there? 
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Mr. Turuiiyi. Continued aid to Berlin? 

Mi Br WNSON. Specifically Berlin. 

Vir. Th rHin.t. I m mnt mention that in Berlin we have a stockpile 
program of coal and food products which we estimate would be sufli- 
clel te eep the city go i 1 6 months to a veal in the event of 
mother | kad . 

We have an aid progra Berlin primarily for political reasons. 
There o quest ik e litv of the German Government to 
make even a creat bution to Berlin than they are currently 

( c i e co giv million deutschemarks a year. 
() a O l year, or roughly 10 percent; 
I t i ' T¢ De] Ot into tl vestment program, 

, 7 m designe ’ urage new firms going into Berlin ‘ a 

x jobs a 4 ‘ funds to expand their operations. 
if) tvpe oT le 2 ] ! é rreque { Vv me >that a concern 1n 
\\ ey will eet « f na relatively favorable conditions when 

ere ! West G iny able to take care of that situation, s 

ive mn} ti between West Berl and West Germany. 

Phy 1 la il retor ( oned to rdd new jobs in Ber IW) IN) 

\ Federal Republic itself to finance. 

1s to ) r" I laVINnG y aid ll, it is really to 
col e to COL Ze « tak Berlin, the over cl phrase, “the 
hoy ot the Wes BH LO have continuity of pr OTe 1h Berlin. 

We] ' Oo ht ( to 5 ) j | 1 Cul 

\ n pe cal ve in Berlin, is 
Lg qd 1 pl che \ ( are Ss \ he re West (7el 
ma vould no mak valuable 

Lhe niy otner ala program we have the milit I”) id 

Mr. Brown Any questions ? 

Mir. WiturAMs. (¢ ing back to the counterpart program for West 
(verma Vv, We poke ¢ the i program ; there were three other cate 
gor) Wha the total overall counterpart available for this 
program / 

Mr. Turnitin. 117.8 millio 

Mr. Witt1ams. How much of that counterpart is still available for 

e other three categories ¢ 

Mr. Turniti. The second main category was 30 million in the so 
called pilot or demonstration plant program. About 5 of the 30 mil 
lion has | agreed to We must agree to each individual loan > 

Mr. Winrrams. Hoy y are you now processing ? 

Mr. Vurnitn. We have 6 applications now, and we know of about 
L4 Ni eu Clarks e pipeline, so there are probably 10 mil 


- 


overcommitted. 





Mr. Manmper. That program totaled 17.8 million with which we 
anced the technical-aid program; the support of different institu- 
ons engaged by the Germans in behalf of the prod ictivity effort: the 
st for the Germans participating in the productivity program in 
Pai The rest has been progt umed ior going concerns in Germany 
interested in productivity improvements in Germany. All of these 
fu ds have been programed. 


FOA Washington has made available to Germany $200 thousand for 


{ } ; : . . . 
(he technical exchange program Under this program, which is admin 
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istered primarily by the Germans, they decide whom they want to 
send, in consultation with us, 

Mr. Wixttams. Do you now know how many requests you have had 
from Germany for American technicians that have not been filled ¢ 

Mr. Manper. We have a great many requests that have not been 
filled, but to bring experts from the United States to Germany is 
very expensive. It is cheaper to send German teams to the United 
States. We are aware they would like to have a greater number of 
Americans come to Germany, but they cannot program it because 
they do not have the dollars. 

Mr. Mraper. Mr. Chairman. 

Mr. Brownson. Mr. Meader. 

Mr. Meaper. Do you have a statement of the criteria you apply to 
applicants for small-business loans? 

Mr. Turn. We ean furnish that. These criteria have been es 
tablished between ourselves and the ministry that handles that here. 

Mr. Meaner. And do you have similar documents for the pilot 
plant program ana the orTrant program ¢ 


Mr. Turin. Yes. We can furnish that. 


EXHIBIT 65 


( 1A | \ ATI OF LOANS D GRA HE GERMA 
RO! 1\ IGRA ISTED 11D (4 Kt NDS 
CRITERIA GOVERNING SPECIAL PRODUCTIVITY PROJECTS (PILOT PLANTS) 
A, As each project develops and recognition is given to its values and usefu 


, financing will be shifted to other sources. 
b. Projects must increase productivity in such a manner as to permit all seg- 
ments of the population to benefit. 

(1) Owner, consumer, worker 

C. The borrower must use the loan proceeds to improve productivity in its 
enterprise as it exists and in general not create new or additional facilities 

D. The productivity plan is to be developed on the basis of advice to be provided 
by outside technicians who are approved by the Productivity Institute. 

EX. The development of the productivity program is to be a joint endeavor of 
management and labor under direction of the management consultant of the Pro 
ductivity Institute. 

IK, The creditor is required to undertake the productivity program on an inten 
sifed and comprehensive basis. 

G. The equitable distribution of the productivity savings to owners, consumers, 
and workers is a prime requisite 

H. All applications for loan under this program will be made to the Produc- 
tivity Institute and must be approved by the Institute and the Mission. 


II. CRITERIA GOVERNING ATID TO SMALL BUSINESS 


A. As each project develops and recognition is given to its values and useful 
ness, financing will be shifted to other sources. 

fh. Loans for this purpose will be limited to firms with employees numbering 
200 or less and may not exceed DM100,000 in counterpart funds. 

©. Projects must increase productivity in such a manner as to permit all 
segments of the population to benefit. 

(1) Owner, consumer, worker. 

I), The borrower must use the loan proceeds to improve productivity in its 
enterprise as it exists and in general not create new or additional facilities. 

EH. The productivity plan is to be developed on the basis of advice to be pro- 
vided by outside technicians who are approved by the Productivity Institute and 
the RKW (Technical Center for Productivity Improvement). 


1The DM63 million of counterpart funds will be increased by funds from commercial 
banking sources in a ratio of 1 l. 
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F. The development of the productivity program is to be a joint endeavor of 
anagement and labor under direction of the management consultant of the 
Productivity Institute 

G. The equitable distribution of the productivity savings to owners, consumers, 
nd workers is a prime requisite 

H. All applications for loans under this program will be made to the Produc- 
vity Institute and must be approved by the Institute and the Mission. 


A. Special Productivity Projects—DM30 million 
B. Small Business Projects—DM70 million, DM7 million of which are ear- 


ed for use only by refugee enterprises. 
(. Grant funds—DM17.8 milliot 
2. Repayments of principal and interest are to be made to the source fund 
unt hat ns can be 1 e on a revolving basis for the same purpose and 
é e conditions. 
I \ AID DS 
\ As enc D eve 11 g ym is given ( ind use- 
fi cing | ( si eS 
B.S ‘ he Ses whic ‘ g ts-in-aid m be 
t gnifi na cts luding 
| o} ¢ i S ms oO non 
ni l x ple in tl helds of su nd market- 
} I) { he ? Pre WI 
( st g ! | ‘ 1¢ 
I \ idepend ( I l ns nay be ul ed thi igh 
Y ctiy I ndividu » S « priate in con 
n ith othe org tio f associated and related interest, ete. 
( be used to pay ich expenditures a iiaries, transporta- 
per diem, and pu e of modest quantities of materials and admin- 
pile ind eq ment 
Initial training i s i techniques of i Sl il management, 
s, and agi il productivity by or in national or interna- 
stitutions or in plants cted by the Productivity Institute and 
be user ey structors, preparation ¢ ourses of study, 
{ space for meeting 1 nsport ion, and e er diem 
he e of technical tion material ervices for labor, man- 
overnme! oups, f projects covering the ctices of indus- 
o iit l mi ’ nd productivity Any effective media 
be used i ding lectures, fairs, congresses, pamphlets, films, ete. 
CK ! Y fa tech! i 1 rs and other anal- 
ogous titutions in the financing of projects to promote the understanding 
f prod ty hjiectives Any assistance provi ed wi be for specific 
th definite ob ves realizable in a limited period of time and 
e sé to Ly 2 staff salaries or other co tinuing expenses, 
Grants-in-aid may also be ut ed to support the introdu m in the ecurric- 
OL appropl te schools, « rses on productivity educatic , and to support 
natior institutions and projects promoting and f ering the aims and 
i e Productiy Program 


Mr. Meaprr. Do you care to make any appraisal of the effect of our 
id program on the rather sti king economic progress (xt rmanhy has 
made é 

Mr. Turn Yes. I can talk about a period before I came here, 
o | take no person il credit for th S. 

‘J he dramatic recovery of Germany started after the currency re- 
form in 1948. Three major items were necessary. One was the dras- 
tic currency reform. Another was the economic policy. They took 





off price controls, ration controls, and so on, faster than most people 
thought was desirable. They took a chance in giving individual 
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businessmen encouragement to expand. We are satisfied this expan- 
sion would never have occurred in the magnitude it did except for the 
mass of United States aid available in 1949, 1950, 1951, and 1952. 
And I might say the Germans recognize this as well as we do, and last 
year when the American Association of Manufacturers came here, in 
the welcoming speech it was stated that one of the basic conditions of 
German economic stability was the large-scale aid from the United 
States in those early years. 

Mr. Meaper. | was here in October 1946 when there was quite a 
program and some controversy in regard to decartelization. Do you 
care to comment on whether, in our aid, we have sought to exert any 
influence on the German economic structure ¢ 

Mr. Turuiuy. I think this continues to be one of the crucial prob- 
lems in this country, as to whether Erhardt’s philosophy will triumph 
over the advocates of cartelization. 

After the 1953 elections, when Erhardt was supporting the anti- 
cartel law, it looked like he would have difficulty in reconciling his 
position. In the last few months that has gone surprisingly well, 
because there have been conversations between the German Association 
of Manufacturers and Erhardt. Erhardt has been insisting on ban- 
ning all cartels, and the others have worked on exceptions. Erhardt 
has made some concessions to the industrial group. This will go on 
for some time. 

To go back to our aid program, I do not think that in the adminis- 
tration of our program we attempted to play any positive role in this 
decartelization issue. We did not make funds available to a firm that 
had been told to split up if, by making funds available, we would 
make it possible for it to maintain its former cartel position. 

Mr. Manprr. Many Germans have gone to the United States—top 
business leaders—and have been exposed to the economic programs of 
our country. We can give you illustration after illustration where 
they have come back convinced that the philosophy of Erhardt is 
correct. 

Mr. Turn. Within the last week, at a meeting with Erhardt’s 
deputy, he raised with me the possibility of sending a delegation of 
small retail merchants to the States. He said the reason he and 
Erhardt wanted it was because they were facing stiff resistance on the 
part of the retailers in the decartelization law, and Erhardt and his 
deputy were convinced if we could send some German merchants to 
the United States and let them look at our system they would come 
back convinced it was the best way. 

Mr. Brownson. When they look at some of our fair trade practices 
I am not sure they will agree with that. 

Mr. Turmiu. I grant there are some controversial points, but I am 
in agreement with Erhardt that the retailers could learn a great deal 
in a well-planned trip to the United States. 

Mr. Meaper. The retailers follow about the same practices. There 
does not seem to be much variation in prices. 

Mr. Turnitn. It is a very tight little system, not only pricewise, 
but hours of employment. For instance, Saturday afternoon the 
stores are closed. 

Mr. Meaper. Do they have sales? 


55984—55 19 
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Mr. Manprer. They do have some sales, but the sales they have are 
usually sales to move out merchandise that has been on the shelves 
years and years. They do not have sales to promote the movement 
of their goods on the shelf. They keep merchandise on their shelves 
year after year at the same price. 

It is the practice to have an annual clearance sale, and it applies to 
all the businesses at the same time, and the setup is such that the 
fellow who would think of jumping the gun is prevented from doing 
so. 

Mr. Meaper. There are no American retail operations in Germany ¢ 

Mr. Turniii. Yes. Woolworth. 

Mr. Meaper. Do they conform to the German practice in this 
respect ¢ 

Mr. Turui. Yes, indeed. 

Mr. Meanper. Is the climate favorable for the investment of Amer- 
ican capital in Germany ? 

Mr. Turn. Ford and General Motors think so. 

Mr. Meaper. Have they brought dollars in? 

Mr. Turutuy. Yes. 

When Chancellor Adenauer was in the States he signed with Mr. 
Dulles a treaty of friendship which sets the ground rules for business 
operations in other countries. We think we have made a little 
rogrTess. 

Mr. Brown. Germany is not an economy which has great need for 
foreign investments. It does not stand in the same ¢ categor y as Greece 
or other countries in Europe. I think it is our expectation that any 
investment by Americans will be selective, based upon know-how and 
strictly ad hoc technical situations. 

Germany has made very good progress over the past 12 or 15 months, 
up to the point it is now possible for interest and dividends to be 
transferred without special license. 

We think that so far as the climate of Germany is concerned there 
are no major deterrents to investments on the part of Americans, but 
Germany is not seeking foreign investments. 

Mr. Brownson. Any further questions ? 

Mr. Witu1aMs. No. 

Mr. Brownson. At this time we want to thank you very much for 
your cooper ation. 

I think we will have 5-minute recess. There are some things we 
want to discuss completely off the record. 

(Thereupon the reported portion of the economic briefing was 
concluded.) 

(Exhibit 66, which was presented for the record, is herewith 
inserted. ) 
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INVEST ME 
PROGRAMS 
ECA/MSA INVESTMENT I, I, ANI 
PROGRAMS INCL.MISC.,I,I,II, | LOAN PROG 
IIA,16,IIc, IZA AND WB Im 
| TOTAL 
cove | Se ee FEDERAL WESTERN WESTER 
No | SECTORS TOTAL FEDERAL REPUBLIC WESTERN BERLIN REPUBLIC BERLIN BERLIN 
— — +——— _ 
| AGRICULTURE 
20! LAND RECLAMATION, IRRIGATION AND QURAL WATER SUPPLY 45,900 45,900 45,900 
203 FARM CREDIT 108,611 108,611 108, 611 
508 saunas 112400 11,400 11,400 
206 MISCELLANEOUS AGRICULTURAL PROGRAMS . 
LIVESTOCK 25,266 25,116 150 25,116 150 
GRASSLAND IMPROVEMENT, LAND CONSOLIDATION 14,300 14,300 14,300 
FARM MECHANIZATION 41,103 41,103 41,103 
FARM STRUCTURES 49,260 47,810 1,450 47,810 | 050 40 
REFUGEE SETTLEMENT 17,710 17,710 17,710 
REFUGEE SETTLEMENT (Expelies 20,000 20,000 20,000 
MISCELLANEOUS | 500 500 ‘ 500 
MISCELLANEOUS (Grants-in-Aid | 113,500 111,935 1,565 111,935 1,565 
| 
EXTRACTIVE INDUSTRIES 
211 | COAL MINING 
COAL MINING | 375,750 375, 750 375,750 
“OAL MINING GUARANTY | 66,500 66,500 66,500 
213 OTHER MINING AND QUARRYING 200 200 200 
MANUFACTURING 
221 FOOD PRODUCTS 58,016 42,043 15,973 40,776 9,753 5,69 
222 BAS TEXTILES 62,362 41,650 20,712 40,810 6477 7,04 
223 PRIMARY METAL | 
IRON AND STEEL | 208,280 182,130 26,150 162,130 3,165 22,15 
RON AND STEEL (French Zone | 1,550 1,550 1, 550 
NON-FERROUS METALS 38,479 29,300 9,179 29, 300 3,000 3,15 
225 STONE, CLAY AND GLASS PRODUCTS 
~~  GABLONZ INDUSTRY | 350 380 370 
SLASS AND CERAMICS | 16,373 14,112 2,26! 13,970 1,900 
TONES AND EARTHS 34,865 16,110 18,755 15,095 6,196 10,74 
227 HEMICALS AND CHEMICAL PRODUCTS, EXCL. FERTILIZERS 140,473 102,083 38,390 101, 965 19,770 8,65 
228 PETROLEUM AND COAL PRODUCTS, CRUDE DIL AND CRUDE Gas 43,440 43,440 43,440 
229 PULP, PAPER AND PAPER PRODUCTS 54,609 32,968 21,641 3% 798 5,28 8,35 
23 RUBBER AND RUBBER PRODUCTS 9,405 6,100 3,305 »! 1,260 35 
23 ELECTRICAL MACHINERY 331,728 71,725 260 ,003 71,600 129,054 117,52! 
232 MACHINERY, EXCL. ELECTRICAL MACHINERY 223,412 94,790 | 28,622 94,510 66,494 34,33 
33 v ANE S MANUFACTURES | 
BUILDING INDUSTRY | 4,420 4,420 | 4,260 
MMERCE 9,370 9,370 9,020 35 
TRIBUTIVE TRADES 2,413 1,628 785 860 695 
f IRS | 3,098 3,098 1 o88 
FINE MECHANICS AND OPTICS 22,686 14,750 7,936 14,680 4,720 23 
ATHER, SHOES AND FURS | 6,489 6,200 289 6,105 
MANUFACTURED METAL PRODUCTS 22,995 15,911 7,084 15,166 2,615 | 75 
MISCELLANEO 18,363 168,383 8,264 3,42: 
“ ANE OUS (Grents-in-Aid 13,500 13,500 
M E AND SMALL INDUSTRY AND HANDICRAFT 72,573 25, 81! 46,762 2,555 37,762 9,001 
STEE ONSTRUCTION 9,625 3,550 6,275 3,550 1,940 2,56 
VEHICLE INDUSTRY 12,905 3,360 9,545 3,300 5,275 2,56 
w OODWORKING 10,325 8,570 1,755 8,090 250 68! 
EXPORT INDUSTRY (Grents-in-Aid 2,000 2,000 2,000 
APITAL FOR EXPELLEE BANK 3,000 3,000 3,000 
>P LOAN FUND (Expellee) | 1,000 | 000 
EXPELLEE BANK GUARANTY FUND } 17,000 17,000 17,000 
POLITICAL REFUGEE (Expellee 1,000 | ,000 ,000 
SMALL INDUSTRY AND HANDICRAFT (Expeliee) 61,005 79,005 ,000 7 5,505 900 
TRANSPORTATION, COMMUNICATION & UTILITIES 
24) RAILROADS 
PRIVATE RAILWAYS 6,750 6,750 6,750 
FEDERAL RAILWAY | 63,137 45,000 38,137 | 45,000 1,750 
TRANSPORT ENTERPRISE | 17,495 695 16,800 695 8,650 5,99 
242 WATERWAYS ANDO HARBORS 
NLAND SHIPPING 2,290 9,400 2,890 9,400 1,090 
NLAND PORT 960 11,960 11,960 
s’ee 4 e656 4 656 
“OAL MINING GUARANTY 66,500 66, 500 | 66,500 
213 THER MINING AND QUARRYING i 200 200 200 
MANUFACTURING | 
22 FOOD PRODUCTS 56,016 42,043 15,973 40,776 9,753 
222 BA TEXTILES 62,362 41,650 20,712 40,810 6,477 
223 PRIMARY METALS 
~ IRON AND STEEL 208,280 182,130 26,150 162,130 3,165 2: 
RON AND STEEL (French Zone 1,550 | ,550 l, 550 
NON-FERROUS METALS 38,479 29,300 9,179 | 29, 300 3,000 
225 STONE, CLAY AND GLASS PRODUCTS 
“SABLON? INDUSTRY °° ©» 350 350 350 
SLASS AND CERAMICS 16,373 14,112 2,261 13,970 1,900 
STONES AND EARTHS 34,865 16,110 18,755 15,095 6,196 I 
227 HEMICALS AND CHEMICAL PRODUCTS, EXCL. FERTILIZERS 140,473 102,083 38,390 101, 965 19,770 
228 PETROLEUM AND COAL PRODUCTS. CRUDE IL AND CRUDE Gas 43,440 43,440 43,440 
229 PULP. PAPER AND PAPER PROD TS 54.609 32,968 21,641 32, 798 5,285 | 
230 RUBBER AND RUBBER PRODUCTS 9,405 6,100 3,305 »! 1,260 
23 ELECTRICAL MACHINERY 331,728 71,725 260 ,003 71,600 129,054 u 
5 32 MACHINERY, EXCL. ELECTRICAL MACHINERY 2233412 94°790 | 28,622 | 94,510 66,494 5 
233 MISCELLANEOUS MANUFACTURES 
“BUILDING INDUSTayY 4,420 4,420 | 4,260 
MMERCE 9,370 9,370 9,020 
STRIBUTIVE TRADES 2,413 1,628 785 860 695 
nite 3,098 3,098 1 588 
FINE MECHANICS AND OPTICS 22,686 14,750 7,936 14,680 4,720 
FATHER, SHDES AND FURS 6,489 6,200 2869 6,105 
MANUFACTURED METAL PRODUCTS 22,995 15,911 7,084 | | 5,166 2,615 
MISCELLANEC 16,383 16,383 | 8,264 
MISCELLANEOUS (Grants-in-Aid | 13,500 13,500 
MIDDLE AND SMALL INDUSTRY AND HANDICRAFT | 72,573 25,81! 46,762 2,555 37,762 
STEEL CONSTRUCTION 9,825 3,550 6,275 3,550 | ,940 
VEHICLE INDUSTRY | 12,905 3,360 9,545 3,300 5,275 
WOODWORKING | 10,325 8,570 1,755 8,090 250 
EXPORT INDUSTRY (Grants-in-Aid 2,000 2,000 2,000 
APITAL FOR EXPELLEE BANK | 3,000 3,000 3,000 
Pp JAN FUND (Expellee) 1,000 | 000 
EXPELLEE BANK GUARANTY FUND 17,000 17,000 17,000 
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INTERNATIONAL OPERATIONS OF THE UNITED STATES 
GOVERNMENT IN FRANCE, SPAIN, AND GERMANY 
(Refugee Relief Program and Escapee Program Briefing, 

Bonn, Germany) 


TUESDAY, NOVEMBER 30, 1954 


Hovusr or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Bonn, Germany. 

The subcommittee met at 3:30 p. m. in the conference room, head- 
quarters of the United States High Commissioner for Germany, for 
a refugee relief program and escapee program briefing, the Honorable 
Charles B. Brownson (chairman) presiding. 

Committee members present: Representative Charles B. Brownson 
(chairman), George Meader, and Harrison A. Williams, Jr. 

Committee staff present: Maurice J. Mountain, staff director; Ar- 
thur Perlman, staff investigator; and Wallace Parks, staff member. 

Also present: Lt. Col. Gerald Jorgensen, Air Force escort officer. 

HICOG representatives present: Herve J. L’ Heureux, executive di- 
rector and supervising consul general; Harry Grossman, Assistant 
Chief, Escapee Program Division; and Pat Mallon, Refugee Program 
Division. 

Mr. Brownson. The meeting will come to order. 

It is our understanding that under the Refugee Relief Act of 1953, 
as amended, the Congress has authorized the admission into the United 
States of 70,000 refugees and escapees from Germany prior to De- 
cember 31, 1956. This is over and above the German yearly quota 
of 26,000 per year under the Immigration and Naturalization Act. 

Now we understand that up to the present time only 51 visas have 
been issued for refugees and escapees, aside from 157 visas for orphans. 

We further understand that while you have commenced to process 
approximately 7,500 applicants, there are many more who have indi- 

cated a desire to emigrate to the United States. 

Our subcommittee is interested primarily in administrative factors 
which may have caused delays in the accomplishment of the policies 
set forth in the basic legislation rather than the overall policy, which 
is for the consideration of the Judiciary Committee. 
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Will you give us a brief description of the problem as you see it? 


FURTHER STATEMENT OF HERVE J. L’HEUREUX, EXECUTIVE 
DIRECTOR AND SUPERVISING CONSUL GENERAL, HICOG; ACCOM- 
PANIED BY HARRY GROSSMAN, ASSISTANT CHIEF, ESCAPEE 
PROGRAM DIVISION, HICOG; AND PAT MALLON, REFUGEE PRO- 
GRAM DIVISION, HICOG, BONN, GERMANY 


Mr. L’Hevrevx. The act was passed about.15 months ago. There 
were provisions made for preference categories for Italians and 
Greeks. It was estimated it might take from 3 to 6 months—and I 
think you should figure 6 months—before you can start to issue visas, 
to coordinate planning between the agencies, and to draft the appro- 
priate regulat) ad and forms. 

So the Administration decided it would be desirable to concentrate 
the initial efforts on Greece and Italy. We contributed our share 
of personnel from Germany and sent them to Italy and Greece to 
implement the program. I go along with that because they involve 
immediate relatives of American citizens. 

I was asked to coordinate the program in Germany and Austria. 
There was little coordination between Austria and Germany as such. 

Mr. Mallon arrived here last January as my deputy to coordinate 
the program. The German Government, in our preliminary talks, 
was agreeable, but we were not ready to issue visas in Germany, any- 
way. Mr. Mallon went around to see how much personnel they would 
need. 

In the meantime, negotiations were going on in Washington to 
determine who would conduct the investigations in Germany and 
write the report. In the spring it was decided CIC would do it. 
We had no personnel here, but Mr. Mallon and 4 or 5 clerks started 
in the visa-issuing offices. 

We estimated our needs, I think, quite conservatively. We did 
get started in July. The CIC had to go out and recruit personnel. 
Most of the personnel they ne to bring from the United States, 
and they did not have enough, but they have put some of their regular 
agents on this detail. 

There is good teamwork existing between the CIC, the security 
personnel of our State Department, and with our consular officers. 

Mr. Brownson. Do the immigration officers pass on these in any 
way ? 

Mr. L’Hevrevx. We have a few immigration officers on the spot. 
They will pass on them after the security investigation has been 
completed and it comes back to the consul for a final decision. The 
consular officers pass on the visas first and then the immigration 
authorities. An exception has been made so that the immigration 
authorities sit with the consular officers and question the applicant. 

In general the procedure is that someone in the United States files 
an assurance of support. It goes to the Department of State. It 
is examined by representatives of the Department of Labor. It 
comes here. The consul ascertains whether the person is on the wait- 
ing list. If he is, he notifies the person who furnished the assurance. 
If the assurance form shows the applicant is being sponsored through 
a voluntary agency, the representative of the volunt: ary agency here 
is informed. 
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A preliminary health examination is made to avoid having the 
applicant come a long distance to be examined. Then the X-ray 
plate is examined. 

Once these steps have been taken, if the applicant appears to be 
eligible the case is sent to CIC at Stuttgart for investigation. 

It takes about 6 months to process a case. CIC requires 90 days. 
They think they are doing remarkably well when they take just 
+ months on cases here, and I am inclined to agree with them, con- 
sidering the extensive documentary check that must be made. Most 
of the applicants here have come in from East Germany and they 
have been screened by the Western Powers, by the French, the British, 
and the Americans. They have been questioned by them at length 
and also by the Germans. 

Mr. Brownson. How many escapees and refugees are admitted to 
be in West Germany at the present time? 

Mr. L’Hevurevux. About 10 million. 

Mr. Brownson. What is the working definition that determines 
whether a man is a refugee or an escapee ? 

Mr. Marton. Under the act it is quite clear. 

Mr. Brownson. How do you determine who gets them ? 

Mr. Grossman. We work side by side. 

Mr. Brownson. In other words, at your level there is no division 
between an escapee and a refugee ? 

Mr. Grossman. No. 

Mr. Brownson. Under the act where do you make your differen- 
tiation ? 

Mr. Matron. In the first place, everybody has to be a refugee to 
qualify. Refugees are broken down into expellees and escapees. An 
expellee is one who was born in certain countries listed and has been 
expelled from those countries. An escapee is any person who has 
fled from a country under Communist domination. 

For instance, a person who left Poland in 1945 is not an escapee 
because at that time it was not under Communist domination. 

Mr. Brownson. How many of your escapees and refugees have in- 
dicated a desire to be admitted to the United States? 

Mr. Matton. 23,700 individuals have applied specifically under 
the Refugee Act. 

Mr. Brownson. How many have taken steps to obtain assurances of 
jobs, housing, and support from the United States ? 

Mr. Matton. I do not know how many have gotten assurances. 

Mr. Brownson. Is one of the difficulties that businessmen do not 
like to give assurances of jobs because they do not know when the 
man will come in? 

Mr. L’Hevurevx. Housing, too. They do not like to tie up housing 
that long. 

Mr. Brownson. Have all these people who have indicated a desire 
to be admitted to the United States remained in that category, or have 
some of them indicated a desire to remain in Germany ? 

Mr. L’Hevrevx. At a meeting last week the Chief of each of the 
four issuing consulates were there, and they all agreed that an appre- 
ciable number of persons for whom assurances “have been rec eived, 
where they wanted to go to the States a year or two ago, are not inter- 
ested now. They are just waiting awhile to see what will happen. 
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Some people say, “I might want to go next year, but [ will wait 
awhile.” 

Mr. Brownson. It would be hard to estimate, then, the rate of ad- 
missions from here on in? 

wens L’Hevrevx. Very difficult. When I came to Germany 2 years 
ago you would have told a person registering then that it would take 
tor 5 years. Now we are processing cases of September this year. 
It means a lot of the thousands who registe red are not interested now. 

Mr. Manion. We are receiving 420 assurances a week. Nine thou- 
sand eight hundred are in the mill at the moment. I think you could 
fix a top of 50,000. 

Mr. Brownson. Any questions’ 

Mr. Mraper. No. 

Mr. WitutAMs. No. 

Mr. Brownson. Mr. Mountain ? 

Mr. Mountain. No. 

Mr. Brownson. Do you have recommendations for minor revisions 
of the statute that would make it administratively more workable ? 

Mr. L’Hevrevx. I see no need for amending the law so far as Ger- 
many and Austria are concerned. We think the law is workable. 
We have the technique well organized. It will take time to process 
them, about 6 months from the time the assurances are filed with the 
Department, but I see no roadblocks at all. 

Mr. Brownson. Thank you very much for your cooper: ation. 

The staff suggested it might be well to discuss the impact of the 
Wriston report. 

Mr. L’Hevrevx. I will expedite the people who were coming. We 
thought you might want to discuss the FOA portion of this esc “upee 
program. Are you interested in that? 

Mr. Brownson. Yes. 

Mr. Grossman. Can I start off by giving our definition of an 
escapee / 

Mr. Brownson. Yes. 

Mr. Grossman. And, of course, I would like to limit it to Germany. 
In Germany we are interested in the newly arrived non-German re fu- 
gees. We have improved 1 reception fac ilities. We supplement basic 
care and maintenance given by the German Government. We pay 
their transportation to their place of emigration. 

We have a very small caseload here. We have approximately 5,000 
people. We have sent out of Germany some 3,500 people. We have 
helped settle in Germany some 1,200 people. A good many of the 
1,200 could not leave Germany for many reasons, primarily health 
reasons, 

As to the 3,500 people we sent out of Germany, we assisted in getting 
their visas, paying their medical expenses, and so forth. In addition 
we subsidize voluntary agencies that counsel the individuals as to 
how to go about getting their dossiers together, and so on. 

That, in general, is our program here. There are a lot of aspects 
to it, but that, in general, is what we are trying to do. 

Mr. Brownson. Any questions ? 

Mr. Mreaper. How many people do you have engaged in the work? 
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Mr. Grossman. In the Esecapee Program Division of HICOG we 
have 12 Americans. 

Mr. Meaper. That includes FOA ? 

Mr. Grossman. Weare FOA. We are one division. 

Mr. Mraver. Do I understand you have handled 5,000 non-German 
escapees ? 

Mr. Grossman. That is more or less a constant caseload. 

Mr. Mraper. How many have you handled altogether ? 

Mr. Grossman. About. 10,000 here in Germ: ny. 

Mr. Mraper. Do I understand that of that 10,000 you have only 
sent 1,500 out of Germany ? 

Mr. Grossman. 3,500. We have locally settled about 1,200. 

Mr. Mraper. How many have gone to the United States? 

Mr. GrossMAN. 2,548. 

Mr. Meaper. How many to South American countries ? 

Mr. GrossMANn. 222 to Brazil and 45 to other South American coun- 
tries, or a total of 267. 

Australia will take the so-called stateless. They have taken 105. 

Mr. Meaper. Is there not an international committee operating in 
this field? 

Mr. Grossman. There is a committee for moving them. 

Mr. Mrapvrer. What is that called ? 

Mr. Grossman. Intergovernmental Committee for European Mi- 
gration. 

Mr. Mraper. And that Committee’s function is to get some of these 
South American countries to accept more of these people ? 

Mr. Grossman. I am afraid I am not sure. I believe in the last 
year or year and a half the *y have been trying to expand possibilities, 
but I cannot answer that. 

Mr. Meaper. That is all. 

Mr. Brownson. What is the present condition of the Nuremberg 
Reception Center ? 

Mr. Grossman. We have found a facility that will hold about 350 
people. We were just about ready to move; however, one aspect of 
the agreements with Germany was recently changed, a rather serious 
one, and that has held up any implement: ition of moving into the 
center. That aspect is at what point will the new refugees move 
into the center. There is some difference as to whether they should 
go through a German screening center, which everybody agrees should 
be done. 

Mr. Brownson. Do you have any idea when you will be using those 
facilities? 

Mr. Grossman. My guess is after the first of the year. 

Mr. Wiu1ams. At what rate are escapees arriving in West Ger- 
many ? 

Mr. Grossman. That is a figure that does not come to us, but the 
number of new arrivals was rather low, between 20 and 30 a month. 
I am speaking of those who came mostly through Berlin. 

Mr. Wiiut1aMs. That is all. 

Mr. Brownson. Mr. Mountain? 

Mr. Mountain. No. 

Mr. Brownson. Mr. Parks? 
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Mr. Parks. Of the 2,000 escapees who have moved to the United 
States, liow many have come under the Refugee Act 4 

Mr. Grossman. Most of them were under section 3 (c) of the old 
DP Act. I think our escapees have received 3 or 4 visas. 

Mr. Parks. How many are waiting to go to the United States? 

Mr. Grossman. We have assurances filed in Washington for between 
600 and 700 people. Of that number, roughly half are being proc- 
essed. There are assurances covering about 300 people in Germany. 
Dossiers of some 2,000 have been sent to the United States to try to get 
assurances for them. 

Mr. Brownson. Thank you very much. 

(Thereupon, at 4:20 p. m., the briefing was concluded. ) 














INTERNATIONAL OPERATIONS OF THE UNITED STATES 
GOVERNMENT IN FRANCE, SPAIN, AND GERMANY 


(Wriston Report Discussions, Bonn, Germany) 


TUESDAY, NOVEMBER 30, 1954 


Hous oF REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Bonn, Germany. 

The subcommittee met in executive session at 4:30 p. m., in the 
conference room, headquarters of the United States High Commis- 
sioner for Germany, for informal discussions with members of the 
HICOG staff of various problems connected with the integration of 
Foreign Service and Department of State personnel as re -ommended 
in the report of the Wriston committee. In view of the informal 
nature of this meeting no record for publication was made. 

Committee members present: Representatives Charles B. Brownson, 
George Meader, and Harrison A. Williams, Jr. 

Committee staff present: Maurice J. Mountain, staff director; Ar- 
thur Perlman, staff investigator; and Wallace Parks, staff member. 

Also present: Lt. Col. Gerald Jor gensen, Air Force escort officer. 

HICOG representatives present: Herve J. L’Heureux, Executive 
Director and supervising consul general; Frank Hefner, Deputy 
Executive Director; A. L. Siebens, assistant to the High Commis 
sioner; Richard C. O’Brien, Chief, Personnel Division; Joseph B. 
Phillips, Director, Office of Public Affairs; Edward Lampson, Chief, 
Internal Political Affairs Division, Office of Political Affairs; John 
W. Tuthill, chief of United States operations mission, and Director, 
Office of Economic Affairs; Wier Brown, Deputy Director, Office of 
Economic Affairs; Sanford S. Marlowe, Deputy General Manager, 
Office of Public Affairs; John Moore; and Alexander Kiefer. 
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ITINERARY 
(Time is local time) 


WASHINGTON 
November 16, Tuesday: 
11 a. m.: Departure via MATS 


rH! AZORES 


10 p. m.: Arrived airport. Dinner at Officers’ Club 
12 midnight: Departure for Orly Field, Paris 


PARIS 
November 17, Wednesday: 
11:20 a. m.: Arrived Orly Field. Met by Col. L. J. Robertson (EUCOM) 
and Mr. Seaborn Foster and Mr. Jesse of Embassy staff. 
Hotel Continental, 3, Rue de Castiglione. 
November 18, Thursday : 
10:30 a. m.: General political, economic, and administrative briefing at 
Embassy. 
2:30 p. m.: Military briefing, EUCOM, St. Germain, by Gen. O. R. Cook 
and staff. 
4:30 p.m.: Visit to Palace of Versailles. 
November 19, Friday: 
6:30 p. m.: Reception by Charge d’Affaires and Mrs. Theodore C. Achilles 
at home (10, Avenue Emile Deschanel, Paris). 
November 20, Saturday: 


2:30 p.m.: Departure via Iberia Airlines for Madrid. 
MADRID 


7 p.m.: Arrived Madrid Airport. Met by Ambassador James Clement Dunn ; 
Control Officer W. Pierce MacCoy (administrative officer); James E. 
McEvoy, press attaché; Robert D. Smith, Assistant Chief, United States 
Information Service. Castellation Hilton. 

10 p. m.: Reception by agricultural attaché and Mrs. Burl Stugard at home 
(Costellon de la Plana 19, Madrid). 

November 21, Sunday: 

11 a. m.: Visit to Toledo. Guide: Homer M. Byington, Jr., counselor of 
embassy. 

8 p. m.: Reception by Mr. and Mrs. Homer Byington, Jr., at home (Ramon de 
la Cruz 5, Madrid). 

November 22, Monday: 

10 a. m.: General political briefing by Ambassador Dunn and staff. 

11:30 a. m.: Administrative briefing by W. Pierce MacCoy, administrative 

officer, and staff 

1 p. m.: General economic-aid program briefing by Minister for Economic 
Affairs Edward L. Williams and staff. 

6:30 p.m.: USIS briefiing and tour of Casa Americana by Robert D. Smith, 
Assistant Chief, USIS, Spain, and staff. 

8 p. m.: Reception at embassy residence. Host: Ambassador James Clement 
Dunn. 

November 23, Tuesday: 

9 a. m.: Briefing on JUSMG program by Maj. Gen. August W. Kissner and 
staff. 

12 noon: Cotton briefing by Minister for Economie Affairs Edward L. 
Williams and staff. 

1:45 p. m.: Inspection of new Embassy building. Accompanied by W. Pierce 
MacCoy, administrative officer, and Ernest J. Warlow. 

4 p. m.: Press conference. 

November 24, Wednesday: 
8:30 a. m.: Departure via military cars for Torrejon. 
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TORREJON 


9:30 a. m.: Arrived at Torrejon. Inspected proposed base, accompanied by 
Lieutenant Colonel Murcio, base commander at Torrejon, and Col. W. C. 
Garland, chief, operations section, JUSMG, Madrid. 

10:30 a. m.: Departure via military aircraft supplied by JUSMG. 


ZARAGOZA 
11 a. m.: Flew over Zaragoza base. 


BARCELONA 


12:30 p. m.: Arrived at Barcelona airport. Met by Consul General Milton 
K. Wells, Vice Consul Robert BE. Ferris, and Vice Consul Ernest M. Lan- 
cina. Avenida Palace Hotel. 

1:30 p. m.: Tour of city of Barcelona. (Conducted by Consul General 
Wells and other members of consulate staff. ) 

4:10p. m.: Briefing at consulate by Consul General Milton K. Wells and staff. 

7 p. m.: Reception at Avenida Palace Hotel by Consul General and Mrs. 
Milton K. Wells. 

November 25, Thursday: 
10:40 a.m.:; Departure via Iberia airlines for Frankfurt am Main, Germany. 


FRANKFURT 


2:30 p.m.: Arrived at Frankfurt airport. Met by Consul General Montague 

C. Piggott and Mr. Kelly. Frankfurter Hof. 
November 26, Friday: 

8 a.m.: Departure via courier plane for Berlin. Pilot, 1st Lt. I. R. Hollings- 
worth ; copilot, Ist Lt. J. C. Wilson; engineer, S. Sgt. J. V. Frederick. Ad- 
dress: 7167 Air Transport Squadron, Medium Special Missions, APO 57, 
Rhein Mein, Frankfurt, Germany. 


BERLIN 


9:45 a. m.: Arrived at Tempelhof Airbase, Berlin. 

10:30 a. m.: Private briefing by Maj. Gen. George Honnen; visit with Dr. 
James B. Conant, United States High Commissioner for Germany. 
Briefing by Mr. R. T. Burns. 

1 p. m.: Lunch, Harmack House. 

2:30 p. m.: Tour of East and West Berlin. Guide: Mr. Ruchti. 

5:30 p. m.: Tour of inspection of RIAS, accompanied by Mr. T. J. Carolan, 
Deputy General Manager for Berlin. 

November 27, Saturday: 

8 a. m.: Departure via courier plane for Wiesbaden. (Same crew as on 

flight from Frankfurt to Berlin.) 


WIESBADEN 


11:30 a. m.: Arrived at Wiesbaden airport. Greeted by Capt. Logan Nallev 

Schwartzer Bock Hotel. 
November 29, Monday: 

9 a. m.: Briefing in Headquarters USAFE by Gen. William H. Tunner and 
staff. 

12 noon: Tour of housing area at Heinerberg, including Crestview Apart- 
ments and Eagle Service Club. 

6 p. m.: Departure via military cars for Bonn, Germany. 


BONN 


9 p. m.: Arrived at Plittersdorf Guest House. Greeted by Herve J. 
L'Heureux, executive director and supervising consul general. 
November 30, Tuesday: 
9:15 a.m.: Political affairs briefing by HICOG staff. 
10 a. m.: Administrative briefing by HICOG staff. 
11 a. m.: RIAS briefing by Joseph B. Phillips, Director, Office of Publie 
Affairs, and staff. 
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2p. m.: Economic briefing by John W. Tuthill, Chief of United States Opera- 
tions Mission and Director, Office of Economic Affairs, and staff. 
3:30 p. m.: Refugee relief program and escapee program briefing by HICOG 
stall. 
4:30 p. m.: Wriston report discussions with HICOG staff 
December 1, Wednesday : 
9 a. m.: Departure by bus for Heidelberg. Guide: Frau Gisela Wanner. 


BAD EMS 


1 p. m.: Lunch at Hotel Russicher Hof. 
HEIDELBERG 


7 p. m.: Arrived at Schloss Hotel. Greeted by Major Anderson. 
S p.m.: Conference with Gen. Douglas Johnson. 

December 2, Thursday: 
12:30 p. m.: Departure via military cars for Frankfurt airport. 


FRANKFURT 


2:30 p. m.: Arrived at Frankfurt airport. 
3p. m.: Flight to Washington canceled due to weather conditions. 
4p. m.: Arrived Carlton House, Frankfurt. 

December 3, Friday: 
3 p. m.: Departure via MATS for Washington. 


KEFLAVIK 


9 p. m.: Arrived at airport at Keflavik. Reception and dinner. Hosts: Capt. 
Charles E. Perkins, commander, Naval Forces, Iceland; Brig. Gen. Donald 
R. Hutchinson, commander, Iceland Defense Forces; Col. Jasper Bailey, 
base commander, Keflavik; and Col. Paul Hollister, chief of staff to Gen- 
eral Hutchinson. 

11 p. m.: Departure for Washington. 


WASHINGTON 


December 4, Saturday: 
9:45 a. m.: Arrived National Airport, Washington. 


x 








